With Our Readers 


Sirs: 

There is public discussion of the fact 
that the U. S. debt has now passed the 
$30,000,000,000 mark for the first time 
in our history and has been increased 
by the small change of $9,000,000,000 
under the New Deal. There are all 
sorts of ways of arguing about this debt. 
Mr. Roosevelt says some bankers—un- 
named—told him we could stand a debt 
of $50,000,000,000 or so and he told 
them—being a prudent man—that he 
wouldn’t think of running up such a 
debt. The purpose of that kind of 
reasoning is to make the public think 
the debt is really small. Along the 
same line the boys in Washington ro- 
mance about the great assets acquired, 
and when you add to this the profit on 
revaluation of the dollar there has been 
practically no increase in the debt at 
all. As a mater of fact, a good figurer 
could make out an even more plausible 
case for New Deal spending by put- 
ting the debt on a per capita basis. 
The peak of our war debt in 1919 was 
about $26,600,000,000, but we then 
had a population of only 105,000,000 
people, so the per capita Federal debt 
was about $253. Today the population 
is at least 128,000,000, so the per 
capita debt is only $234 or the lowest 
in over fifteen years! Besides that, the 
annual interest on the present debt is 
about $200,000,000 lower than it was 
on the smaller debt of 1919. So the 
debt burden has grown lighter, rather 
than heavier. All of which proves that 
with statistics you can prove any side 
of the case that you want. I don’t 
know any way, however, that anybody 
can prove our $30,000,000,000 debt— 
with more to come—is going to be easy 
to pay off. The chances are it’s going 
to be darn hard to pay off—unless we go 
in for more dollar revaluation. Still, 
this is the greatest country on earth. 
We have the most automobiles, the most 
telephones, the most radios. Why 
shouldn’t we have the most debt? The 
most currency depreciation? The most 
boom? The most bust?—K. L., At- 
lanta, Ga. 


Sirs: 

I built a house two years ago. Since 
I moved in I have received about nine 
water bills from the City of New York, 
ranging all the way from $1.43 for one 
bill up to $26.40 for the largest. Ap- 
parently they drop around and read the 


meter whenever they feel in the mood, 
billing mé for twenty-seven days or 
for seven months and four days 
or what have you. Always it is 
some odd interval, difficult for the 
taxpayer to keep track of; and never 
anywhere near a calendar basis such 
as quarterly or semi-annually or an- 
nually. Also I have received one tax 
bill on an adjoining piece of property 
which I do not own, while another tax 
bill rightly mine was charged up on the 
City’s books to a neighbor. To add 
insult to injury, my name several times 
on tax bills has been mis-spelled. Con- 
trast this with the accounting habits 
of the much abused Consolidated Gas 
Co. or any other first class utility and 
you get a faint idea of the kind of 
“service” we will get in this town if, 
as and when Mayor LaGuardia is able 
to set up his ambitious municipal elec- 
tric plant!—S. G. G., Flushing, N. Y. 


Sirs: 

What the starry-eyed social dreamers 
of the Tugwell type forget or never 
realized is that no plan is any better 
than its administration. President 
Roosevelt in his first budget message 
warned Congress against the danger of 
liberal government wrecking itself “on 
the rocks of loose fiscal policy.” He 
might have warned with equal validity 
of the danger of national planning 
wrecking itself on the rocks of rotten 
administration. Some of the biggest 
efforts of the New Deal got a black eye 
because of bad administration. Public 
opinion does not turn against a well- 
meant theory. It turns against the mess 
that the theory turns out to be under 
New Deal administration. The NRA 
was a case in point. So is the present 
work relief scheme. The practical fact 
is that the Government under our poli- 
tical spoils system simply has not got 
the thousands of able administrators 
that would be required to carry out 
efficiently all the vast undertakings of 
the past two years. In other words, 
the New Deal has made the repeated 
mistake of biting off a lot more than it 
could chew—and there is not a doubt in 
the world that time will prove this as 
administrative blunders come home to 
roost. 

To cite one little local instance of 
what I am talking about, there is a 
rural rehabilitation project of the F E 
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R A on the Platte River about twenty 
miles from this town. It was originally 
planned to be 100 houses on seven-acre 
plots, but they stopped work last July 
with thirty-seven houses finished. To- 
day not a single one of those houses is 
occupied, and in the opinion of local 
farmers none ever is likely to be— 


H. R. M., Omaha, Nebr. 


Sirs: 

In his letter in your December 7 
issue J. J. S. argues that there is nc 
way construction costs can come down, 
and suggests as a way of getting hous: 
ing recovery started that we publicly 
reclaim all property on which the own- 
ers have not paid taxes for three years 
and give perpetual tax titles to persons 
who will build on such property. He 
overlooks the fact that improvements in 
construction tend to increase the value 
afforded by new homes and this has a 
similar influence in stimulating demand 
as lower costs would have. He also 
overlooks the fact that while construc- 
tion costs are out of line with depressed 
national income, they will be less and 
less out of line as national income re- 
covers, as it is now doing. A year or 
two ago there was much gloomy talk 
of how high costs barred recovery in 
building, but costs are now no lower 
—in fact they are higher—and never- 
theless there has been a big gain in resi- 
dential building. All indications point 
to additional and probably considerable 
improvement next year, although costs 
certainly will not be any lower and 
very likely will be a bit higher, espe- 
cially since the cost of land is now again 
rising —J. L., San Francisco, Calif 


Sirs: 

The recent article by Mr. Kulas ex- 
presses an understandable point of view 
but is nevertheless cock-eyed. In the 
first place, I see no evidence that execu- 
tive salaries are being generally reduced 
as a result of salary publicity. So his 
apparent fear is unjustified. In the sec- 
ond place, there would be no “strike” 
of executives even if salaries were 
trimmed, because if they were cut in 
half they would still be in the luxury 
income class. Except in a few evidences 
of nepotism, notably in some depart: 
ment stores, most Big Shot salaries seem 


reasonable.—B. M., Troy, N. Y. 
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A Gay Christmas... . 
and a Happy New Year 


We are closing the happiest period since the crash, 
and the year ahead will be a good year no matter who 
may be elected. Business men are again on their 
toes—recognizing that their own capacity is once more 
the predominant factor in their progress and success. 


Thus the coming year should see the greatest progress 
we have known since 1928—in spite of politics. The 
broadening business prospect will open new vistas and 
create many profitable investment opportunities. 


It is exhilarating to be able once more to throw off 
the shackles of fear,—the restraint of paralyzing uncer- 
tainty,—and hopefully to plan for the future. 


To you all—our many thousands of readers and 
friends with whom we feel a close and sympathetic bond— 
we extend our best wishes for a Merry Christmas and the 
jolliest of New Years, bringing you prosperity and happi- 


ness in full measure. 
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Says This Subscriber— 


“Four years ago my daughter thoughtfully gave me a 
year’s subscription to THE MAGAZINE OF WALL STREET 
at Christmas-time. 


“T know no gift more helpful or more interesting. Please 
send a year of THE MAGAZINE OF WALL STREET to each 
of the following. ...” 
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twenty-six times this coming year. 
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The Trend of Events 


EFIED by American industry in 
national convention assembled 
and spurned thereby in its own 
congress of business, the Administration enters the elec- 
tion year opposed by forces which it must strengthen, 
or accept defeat. That is to say, the more business 
waxes prosperous, the better will be the chances of the 
President’s re-election. At the same time, the stronger 
the business world becomes the more lustily it de- 
nounces the New Deal and all its works. The break 
between business and government is final and bitter. 
The division is regrettable for a number of reasons. 
It will probably prompt the President to turn towards 
the left in his campaign oratory and crystallize the 
New Deal conception of Government and business as 
eternal foes. But the President has forced the issue. 
His monetary policies with their vacillations and uncer- 
tainties, his projection of government into every field 
of business, his motley crew of amateur advisors and 
consultants, his persecution of the utilities and finance, 
his hasty adoption of a stupendous program of social 
security which promises to work insecurity, and his 
incessant derogation of business men, have undoubtedly 
held back recovery and eclipsed the credit that is due 
to him for the energetic manner in which he met the 
crisis in the spring of 1933. Industry painfully tried 


AN OPEN 
BREAK 


to go along with him, but in the end it had to face 
the conclusion that the advance toward socialism by 
indirection had to be stopped. The battle might have 
been postponed to a more propitious time, it may be lost 
in the first encounter, but the sooner it is begun the 
better the chances for ultimate victory over the forces 
of disintegration, social maudlinism, political subver- 
sion, and communism or fascism. 


— 
WHAT IS N the confusion surrounding 
NEUTRALITY? our “neutrality” policy in the 


Italian-Ethiopian war there 
is cause for the American people to do some sober 
thinking. To begin with, the delegation by Congress 
to the President of decisions which conceivably could 
involve this nation in war constitutes a dangerous prece- 
dent, regardless of public faith in the judgment of the 
present Chief Executive. Only Congress can declare 
war, but if the executive to whom neutrality decisions 
are delegated in these days of personal government 
should by any chance involve us in inescapable inter- 
national difficulties the war declaration would have to 
follow as a matter of course. 

Moreover, what is neutrality? To avoid all partici- 
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pation in war we would have to cut off all trade of 
every kind with all belligerent nations, because food, 
for example, is just as essential to conduct of a war 
as shells and machine guns. Are we prepared to go 
the limit and make the necessary heavy sacrifices that 
consistent adherence to such a principle would involve? 
If Great Britain, our biggest customer, is involved in 
war will we cut off all trade with her? If we did not, 
we would be a participant on the British side. If we 
did, we would not only suffer a heavy economic loss 
but would greatly aid Britain’s opponent—Germany, 
for example—since that opponent would know in ad- 
vance that its enemy could not rely on us for material 
support, as was the case in the last war. 

Indeed, it is open to grave doubt whether there can 
be any such thing as a completely neutral policy on the 
part of a country of our international commercial im- 
portance. If we cut down on oil or other supplies to 
powerful Italy and weak Ethiopia, in practical effect 
we side with Ethiopia. The implications of any policy 
we adopt go far beyond the present minor war and may 
indirectly shape future greater wars. That is why it is 
vital that Congress deal promptly and wisely with this 
complex problem. 


=~ 


ONGRESS and the 
Supreme Court will 
be rivals for public 
attention during the next several months, with the 
Court holding the center of the stage. Congress will be 

inclined to enact little New Deal and, therefore, little 

sensational legislation as the Court meditates on life 
or death for almost all the New Deal measures which 
it has not already killed or condemned. A A A, the 

Utilities Act, the Coal Control Act, Bankhead cotton 

control, T V A, the Social Security Act, Labor Relation 

Board and other legislation are at, or headed toward, 

the seat of final judgment. 

The consensus of authoritative legal opinion is that 
the Court will “rub out” the Utilities Holding Com- 
pany Act—and we are convinced that such will be the 
case. 

A A A will probably “pass” the Court's scrutiny but 
its processing tax instrumentality is doomed. There is 
good ground for hope—or fear, if you wish—that the 
Guffey Bituminous Coal Control Act will be ruled out. 
T V A will probably survive the scrutiny of the Court, 
but the fate of the labor relations law is dubious. 

Thus, the last year of the Roosevelt Olympiad may 
see a sweeping judicial veto of its fundamental efforts 
toward a new social order. In consequence, the court 
may be laying down not only the law but the lines 
of the approaching electoral battle. 

In that event, the spotlight will then shift by reflec- 
tion to congress and then to the electorate. The court 
and its acts may become the great issue of the campaign. 
Amendments may be proposed by Congress to limit 
the Court’s power and extend its own; laws may be 
passed to change the Court’s procedure and composi- 
tion. The whole question of centralization of govern- 
ment and limitation of the rights of states may be 
threshed out. The campaign of 1936 may thus be 


FROM HIGH COURT 
TO HIGHER COURT? 








fought about the Supreme Court, and the New Deal 
may be won or lost on appeal from the high court of 
law to the higher court of popular judgment. 


——~_~~S 


BUSINESS? mon use tell us that we 

have recovered to within 
3 or 4 per cent of the 1923-1925 average, but one’s 
rejoicing over this performance must increasingly give 
way to incredulity. How can this be, when 10,000,000 
persons are unemployed and the national income is 
20 to 30 billions of dollars under what it was in former 
prosperous years? 

The fact is that indexes based on some past period 
err greatly on the side of optimism, both in depression 
and recovery, by failing to make allowance for growth 
of the population. On a per capita basis—the only 
realistic measure of economic conditions in a co-opera- 
tive society—we were worse off in depression than the 
accepted indexes showed us to be, and the picture 
today is likewise not as good as the indexes paint it. 

We are indebted to Secretary of Agriculture Wallace 
for some sobering estimates of our actual status. These 
show that in August on a per capita basis we had 
recovered approximately half of the depression loss in 
the physical volume of consumption goods, including 
automobiles; and only one-third of the depression loss 
in volume of capital goods. In short, we have a long 
way to go before we achieve genuine prosperity. 


HOW GOOD IS_ ° ‘HE business indexes in com- 


=~ 
PAYING THE E have wondered how AIl- 
PIPER berta, Canada, will get the 


$25 a month that Premier 
Aberhart has promised everybody under the Douglas 
“Social Credit” scheme. The Premier has now ex- 
plained, and it is very simple. He will ask Alberta’s 
bondholders to take a cut in interest from 5 to 22 per 
cent. He will also ask the Dominion to take over 
Alberta’s relief. Bond interest and relief absorb half of 
Alberta’s public income. “We want to make Alberta’s 
ordinary credit gilt-edged,” observes the Premier, “be- 
fore we use it as a foundation for Social Credit.” 
Exactly. The money is not coming out of thin air, but 
out of the bondholders and the taxpayers of the other 
provinces! 

The mirage of getting something for nothing is not 
confined to Alberta. It is sweeping this country in the 
Townsend Plan. This, we are told, will “create vast 
purchasing power”—by confiscating about one-third of 
the national income for the benefit of the aged! 


= 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 244. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, December 16, 1935. 
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As 1 See It 


Big Business or Bureaucracy 


Been many other thoughtful persons, Sena- 
tor Borah is sorely troubled by the in- 
creasing submergence of the individual in the 
mass. He is forever harking back to the 
idyllic days of the young Republic when there 
were more bears than men, and a wild barony 
for anyone who wished to help himself to land. 
In those days of human scarcity men were men. 
Every individual was an important asset to 
the sparsely settled communities and all strong 
men, and many small, had a dignifying con- 
sciousness of individual social value that has 
all but disappeared in these days of swarming 
populations. 

Borah, the blood of the pioneers in his veins, 
still sees America as the land of the stalwart 
individual who hews out a career all by himself, 
goes his own way, lives 
his own life as a 
sovereign among sov- 
ereigns. The good 
Senator would main- 
tain the ways and cus- 
toms of a_ primitive 
community in the heart 
of the modern Ascalon. 
The free hunter and 
trapper, the woodsman 
and the cowboy, and 
their way of life, re- 
main in the Senator's 
romantic conception of 
society as it is or should 
be. 

Conceding, perhaps, 
to reality that the mod- 
ern career builder must 
follow the trail and 
make his trek through 
a populous land, clog- 
ged with unimportant 
persons and occupied he Aheumal 
by the social and eco-  ~ ay 
nomic fabrics that have (eae 
succeeded to the wil- 
derness, Senator Borah 
still contends that life 
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“The Gigantic Industrial Enterprises Must Serve 
Democracy to Survive” 


—~ By Charles Benedict 


may be regulated by economic hunting laws so 
that there shall be no priority in opportunity 
for possession. The trouble with the times, 
the Senator says, is the prevalence of bigness 
and actual or near monopoly in the world of 
business. Indeed it has become the issue of 
the hour, he finds, rising again from the trust 
busting ashes of thirty and forty years ago. 

But to our way of thinking however, the real 
adversary of these times is not the magnitude 
of corporations or other business enterprises, 
but the menace of the all-powerful all-pervad- 
ing state. 

The great business institutions are really 
the necessary and proper manifestations of 
free enterprise operating in the modern scene 
of huge economic functioning. They are indis- 
pensable and _inevi- 
table, they are the only 
alternative to the total- 
itarian state which al- 
ready enslaves most of 
Europe. They are 
founded on the democ- 
racy of efficiency; 9c 
per cent of their 
“rulers’’ achieve power 
and wealth after start- 
ing at the bottom. 
These automatically 
chosen leaders are at 
once the elect and 
elected. Many of the 
“trusts” are “natural ° 
monopolies, that is, 
operating in fields 
wherein free and un- 
limited competition 
would be chaos and 
futility—as in the case 
of mass transport and 
transit and the tele- 
phone and _ telegraph. 
There the only choice 
is between the big cor- 
poration (publicly 
(Please turn to page 297) 
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What’s Ahead for the Market? 


By A. T. 


N the general position of the stock market there 

has been no important change during the past 

fortnight, the period having seen the industrial 
group experience a normal technical rebound from the 
decline of late November and then retreat again in 
secondary recession to a level which, as this article 
is written, is only moderately above 
the low of December 2. 

Both in rally and reaction, how- 
ever, the movement has remained 
highly irregular and selective, with 
some specialties going ahead against 
the trend and with railroad and pub- 
lic utility stocks holding firm not 
much under the year’s best quota- 
tions. 

The metal stocks have occupied a 
goodly share of the spotlight in re- 
cent trading for diverse and unre- 
lated reasons. Demand has again 
revived in the gold shares, after 
weeks of inertia, whether reflecting 
their relatively good yield at a time 
when even reasonable yield is hard to find or renewed 
attention to inflationary factors such as expected pay- 
ment of the soldiers’ bonus, growing apprehension over 
the reported strength of the Townsend Plan and the 
longer probability of French devaluation, followed by 
possible additional monetary changes in this country. 


Sh 





A 
eee co: EOE 





40 BA bo Mey 


The Drop in Silver 


Among other metals International Nickel engaged 
in a bull market all its own, and the coppers moved 
up merrily on rising consumption and hopes of higher 
prices—at which point, almost out of a clear sky, world 
silver markets took a nose dive on withdrawal of the 
United States Treasury’s former steady support, silver 
shares reacted sharply and the coppers gave way to 
sympathetic reaction, pulling most industrials down 
with them. 

No full explanation of the silver debacle has been 
forthcoming beyond the statement of Secretary Mor- 
genthau that the Treasury is “continuing to carry out 
the mandate of the Silver Purchase Act.” Putting 
two and two together, one can logically assume that 
Mr. Morgenthau is more interested in obtaining the 
supply of silver ultimately required under one of the 
most fantastic laws Congress ever adopted, than in 
boosting the price of silver for the benefit of specula- 
tors around the world. 

We are unable to see any evidence that the silver 
buying program has had anything to do with the im- 
provement in American business this year or that it 
has figured to any extent in the advance of the stock 
market. It has unquestionably aided the administra- 
tors of our Stabilization Fund in maintaining a satis- 
factory dollar-sterling exchange rate, but the Trea- 
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sury’s withdrawal from the London silver market came 
at a time when such help was not needed and should 
it be needed again there is no reason to doubt that 
active silver purchases would be resumed. 

In short, we doubt that the incident is more than 
a convenient excuse for recession in a stock market 
which assuredly can stand some in- 
ternal correction after protracted ad- 
=; vance. Indeed, it is worth noting that 

eee the industrial, rail and utility aver- 
ages had been holding within a 
narrow and doubtful trading range 
for a full week before the silver 
storm broke. 

As in the reaction of late No- 
vember, there is thus far evident a 
tendency of trading activity to de- 
cline with the market. If the low 
of December 2 in the industrial group 
is not decisively penetrated on in- 
creasing volume in the current reac- 
tion, the short term trading outlook 
should call for a better rally than 
has thus far been seen in December. 

Whether that level is penetrated in decline or not, 
we are inclined in the present general business and 
financial setting to doubt that liquidation can assume 
serious momentum, barring decidedly bad news from 
Europe. Meanwhile a substantial measure of technical 
correction has been experienced during the past month 
in a number of previously vulnerable industrial 
favorites. 

Apart from technical rallies, it would, of course, 
not be surprising if uncertainties incident to the early 
convening of Congress and the President’s budget 
message tended to restrain speculative enthusiasm for 
the rest of the month. But while this adds a hazard to 
quick turn trading, any extension of the recent period 
of reaction and irregularity could be logically regarded 
as presenting opportunity for discriminating purchases 
for investment or intermediate trading purposes. 


Blue Chips Look High 


Where will such opportunities be found? In our 
opinion they will not be in the average Blue Chip 
industrial. The majority of such industrials have dis- 
counted earnings on a liberal basis for some time to 
come. In considering their prospect, it would seem 
reasonable to count on not more than a 10 to 15 
per cent gain in aggregate business activity in 1936 
over the present closing year, bearing in mind that 
it is a crucial election year that we approach and 
remembering also that some of the fourth quarter 
activity has been borrowed from the first quarter of 
next year by the advance in timing of the 1936 
model automobiles and the resultant unseasonal stimu- 
lus to general business. 
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With interest centering increasingly on the nearby convening of 


Congress and presentation of the Federal budget, further market 
irregularity is likely, but substantial technical correction already 
has been experienced. This setting should present opportunities 


for conservative purchases in favored groups. 





Regardless of their scarcity value and the improb- 
ability that they will suffer any important decline, 
near term chances of important percentage apprecia- 
tion in most appear limited. For the past month or 
more the performance of the chemicals, can makers, 
tobaccos, electrical equipments, most motors, the ma- 
jority of steels, the best building stocks and the lead- 
ing farm equipments has been static. This, of course, 
is quite natural in groups which have experienced an 
appreciation of 100 per cent or more this year, but 
it does restrict the potentiality of broad speculative 
leadership of the Blue Chip type. 

We believe that from this point in the business cycle 
the patient holder can expect the best odds from such 
depressed groups as heavy steels, the better grade rails, 
the rail equipments, the public utilities, the motion 
picture stocks and second grade building material 
stocks. In addition, we favor oils and coppers, ma- 
chinery makers and business equipments. 

In capital goods and construction we have farthest 
to go. Improvement in these laggards will help heavy 
steels, rails, rail equipments, building stocks, non- 
ferrous metals and machine tools. Moreover, machine 
tools and office equipments will inevitably experience 
an abnormal stimulus as the Social Security Act is in- 
creasingly felt in payroll taxes and business redoubles 
its effort to initiate cuts in labor costs. 

Motion pictures are favored because the financial 
and managerial wreckage of the boom era has been 
substantially cleared away in the larger enterprises 
and because public patronage is increasingly respond- 


ing to better grade pictures. In oils consumption will 
go to record highs next spring, production in crude 
is not excessive and gasoline prices are firming. Good 
grade utilities are recommended because revenues 
and earnings are rising with the present record high 
output of electricity and because, in our opinion, 
legal precedent strongly supports expectations that 
the Supreme Court will nullify the Holding Com- 
pany Act, now being contested in the courts. 

We are inclined to feel at present that discriminat- 
ing selections in such groups during periods of market 
weakness should possess both long and short-term 
merit, though the list is neither complete nor exclu- 
sive. For long term holding chemicals, the top grade 
motors, electrical equipments and can manufacturers 
can not be dismissed from investment consideration; 
and for long-term speculation the aviation manufac- 
turers should work out satisfactory. 

In the fortnight there have been no governmental 
developments at home or abroad of major market 
concern, unless the silver fiasco be so considered. 

In business active automobile production continues 
to dominate the scene, supporting steel activity close 
to the year’s best level. Retail sales have been remark- 
ably good for the season and there is no apparent 
reason to expect a setback in production any time 
during the winter months. Car loadings, although in 
seasonal decline, continue to hold approximately 15 
per cent above a year ago. The holiday retail trade 
appears fully up to optimistic expectations and the 

i. commodity price structure remains firm. 
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Inflationists by the printing 
press process, quiescent for a 
while in the hope that credit 
inflation might suffice, have 
taken a new tack. Their ar- 
gument now is that it will take 
some monetary inflation to set 
off credit inflation. They see 
no effective inflation in Gov- 
ernment borrowing. It in- 
creases bank deposits but has 
no effect on price levels. Ex- 
pansion of credit has occurred 
only in commodities which by 
some peculiarly fortuitous cir- 
cumstance have rapidly risen 
in price. 

If, they say, the price 


Happening in Washington 


By E. K. T. 








Washington Sees— 


Threat of greenbacks “to animate credit infla- 
tion.” 

Silverites and inflationists in a cheap money 
alliance. 

Tariff in general reduction without assent of 
Congress. 

Original Roosevelt favorites pass to the discard. 

Tugwell to remain because of “nuisance value.” 

Probabilities of big forward business surge in 

Relief as of dubious political value; but sys- 
tematically exploited just the same. 


Big leaguers to have their way in League of 





Unemployment results quite as 
surely from the paralysis of 
foreign trade as from pressure 
on the prices of sheltered in- 
dustries. There is no ultimate 
gain (in foreign trade restric 
tion) to the protected indus- 
tries. With international trade 
expansion the national income 
would increase. The problem 
of distributing income to make 
it more effective in purchasing 
power would remain but there 
would certainly be more to 
distribute.” On the other hand, 
“to starve international trade 
is to reduce national income 
and compel a lower standard 





level were increased 25 per Nations row. 


cent over night discount 
tellers’ windows would no 
longer be deserted. Only a 
flood of lawful money can 
start the ball arolling. 


tion basis. 


National income on more equitable distribu- 


Roosevelt fate in business indices. 
Berry’s business council dull side-show, com- 
pared with General Johnson’s old “big tent.” 





Remedy is easy. Start off 








by paying the bonus in trea- 

sury notes against the gold and silver reserves. Then pay 
government costs in greenback cash until prices rise. If 
necessary enlarge the metallic reserve basis by devaluating 
the dollar to the full 50 per cent the law allows. As soon as 
prices respond return to check payments. Having got the 
dollar on a domestic purchasing parity with other coinages, 
return to the free gold standard and “let ‘er go.” It’s as 
simple as that. Absurd, of course, but what’s absurdity got 
to do with money? 


George N. Peek, kicked from pillar to post to save his 
face, finally finds himself out and in opposition to the 
Roosevelt administration. The Canada trade agreement was 
the final ejectory force. Like many other Roosevelt followers 
he has found it impossible to stick and preserve his consis- 
tency. His interpretation of the reciprocal trade agreements 
is in effect that they are little more, taken as a whole, than 
sweeping tariff reductions, because of their favored nation 
clauses—what one nation gets by special agreement all 
others get automatically. (State department agrees) Peek took 
the President at his word when the latter said that no 
agricultural tariff was too high and that industrial pros- 
perity was to be sought in better markets among American 
farmers. 


As his former protege departs to outer darkness, 
Secretary Wallace sees agriculture’s salvation in lower 
tariffs. “Agriculture,” he says, “cannot demand a higher 
tariff for itself and a lower tariff for urban industry; and 
yet, without tariff adjustments downward it must resign 
itself to a permanent and progressive loss of imports... , 
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of living.” 

President Roosevelt is 
lowering the tariff wall 
without consulting Con- 
gress, which is something, 
Peek says, that nobody con- 
templated when the reci- 
procity enabling act was 
passed. Thus, whether for 

weal or for woe we have one more of the innumerable 
Roosevelt inconsistencies and flouting of promises. 








Peek is merely the last of a numerous company who 
have not been able to hang onto the Administration motor 
as it essays sharp curves and steep switchbacks. Acheson, 
Moley, Lewis Douglas, James Warburg, Prof. Warren, 
Prof. Sprague, Prof. Rogers, Glass, Baruch, General John- 
son, and others have been catapulted from the skidding, 
careening car. There have been no cabinet upsets, but in 
the kitchen cabinets, conservatives and radicals alike have 
been thrown out on their faces. Chester Davis, Rex Tugwell 
and Harry Hopkins survive but they have always had 
anchored inside seats. All of them, and all of the cabinet 
(except Wallace and Hull) value their jobs above their 
political principles. 


Tugwell, the nattiest dresser in the Roosevelt entourage, 
has a nuisance value. His occasional hurrahs for socialism 
and gentle but firm revolutions are bogey intimations of 
what may happen to the reactionary bourgeoisie if they 
become too bitter in their onslaughts on the master who has 
merely scolded and otherwise chastised them for their own 
good. Henceforth, however, you can depend upon long 
Tugwellian silences. His enemies within the Roosevelt 
household are persistently gunning for him, and to keep 
his glorious job as rehabilitator in chief he would willingly 
sacrifice a few speeches. “To achieve social reconstruction is 
better than to talk irritatingly about it.” But later on Tug: 
well can attain articulateness in another book. Besides every 
man has vanity, and the rise of the little boy Rex from 
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canning factory obscurity in Niagara 
County, N. Y., to the highest place and 
the best job in the whole brain trust, 
past or present, is pleasant to contem- 
plate. And you've got to give him 
credit for his courage. 


General Johnson could always 
draw a crowd of celebrities in the days 
of his crack-down driving of labor and 
capital in a snorting, kicking and rar- 
ing team; but Major Berry drew only 
a slim crowd of second-raters at his 
industrial council mass meeting. All 
the great industrial groups were con- 
spicuous by their absence, but labor 
was there in strength. It is significant 
that employers are no longer attracted 
by hope or driven by fear to Adminis- 
tration pOw-wows. 

For the most part they have 
settled into sullen opposition to 
Roosevelt and all his works. They 
are convinced that the nation is now 
settling back into emotional placidity 
and that the tide sets so strongly 
against the New Deal that there is 
little to fear and that the breathing 
spell will go on as a matter of political sagacity regard- 
less of White House resentment. 


Acme Photo 
WILLIAM ALEXANDER JULIAN 
Treasurer of the U. S. 


A man on relief made a significant remark to me: “All 
the rich men are in the Republican party, and so it will 
take that party to give us all real jobs.” 


Harry Hopkins said a while ago that relief was not 
a political asset. He was, perhaps, wiser than he knew. 
A man reduced to accepting relief is nine times out of ten, 
relief workers tell me, more offended by his treatment as 
a human being than grateful for help as a social victim. 

He blames the present Administration more for not 
having banished unemployment than he thanks it for 
help. Hoover is a 
fading memory 
with him, but 
Roosevelt is the 


present flop. 
Hope of Demo- 


crats is that with the 
10 per cent further 
rise in production and 
business activity, 
which they confidently 
expect before next 
November, will banish 
supercaution of em- 
ployers and the iner- 
tia of enterprise, and 
that expansion and 
optimism will reduce 
unemployment by 
half. 

Failure of em- 
ployment to keep 
pace with indus- 
trial recovery so 
far is explained as 
normal, and the 
point is made that 
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He favors “part-time towns” 
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Thirty thousand “temporary” government workers, plus their families, 
congest streets, office buildings and residences. 





the final stages of recovery are far 
more productive of employment 
than the earlier stages. 


Disillusionment of relief work- 
ers is as great as that of their wards, 
at least of those whose heart is in their 
work. While to some extent the better 
paid executive jobs are awarded with- 
out regard to partisan politics, the rank 
and file of the employes are as much 
subject to political selection as if they 
were working for the Democratic or- 
ganization, instead of for the Govern- 
ment. Another cause of discontent is 
the general incompetency and ineptness 
of administration. One retiring employe 
told me that when red tape delayed 
action on a pressing case for seven 
weeks he felt compelled to walk out. 
Another, who happened also to be a 
life-long Democrat said that the last 
straw was laid on his back when his 
retention in the service was made de- 
pendent upon producing an impeccable 
record of party loyalty. 

“Relief,” he said, “is administered 
for the party first and the unem- 


ployed next.” 


The silver mess is causing the greatest concern here. 
The dilemmic mandate was laid on the Treasury Depart- 
ment to buy silver until the price (it making the price) 
reached $1.29 the ounce or until the quantity of silver in 
the Treasury was one-third that of gold. But the gold stock 
increases faster than the Treasury cares to buy silver, and 
the rise in the price of silver, entirely resultant from 
Treasury buying, has resulted in its demonetization in China. 
The silverites now howl for more enthusiastic buying and 
the rapid pushing of the price up to $1.29. At the same 
time they demand that all the silver be represented by paper 
money. Having already too much gold, they say, why are 
we buying silver at all 
unless we put it into 
circulation? 

An out-and-out 
union of inflation- 
ists and silverites 
impends — which 
spells a lot of trou- 
ble for the Ad- 
ministration, and 
a lot of perturba- 
tion for business. 


Concerning un- 
employment, what 
do you make of this? 
Washington has a 
roaring residence 
building boom and its 
industry, that of 
manufacturing gov- 
ernment, employs far 
more people than at 
any other time in his- 
tory, except during 
the World War. This 

(Please turn to 
page 298) 
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Be the Effect? 
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g The Tide of Foreign Gold Is Still Towards This Country, Far 
Exceeding Necessary Settlements—Why? 


q How Much Is Subject to Early Withdrawal and What Would 


ive Billion Dollars in Foreign 


Funds Invested in America 


By M. Gorpon SouTHWICK 


N the matter of finance there is one great distinction 
between an individual and a country; the individual 
does not have to get himself in debt to other individu- 

als, whereas a country can do nothing practical to prevent 
itself being placed in a position where it is in debt to other 
countries. John Smith is never actually forced to buy a new 
car and give his I. O. U. for the instalments due on it; 
but the United States (as a practical matter) has to accept 
precious metal from ‘foreigners and has to give an I. O. U. 
in return. Moreover, it is entirely up to the foreigner 
whether he permits the United States to redeem her 
I. O. U.’s with cotton, machinery, or what have you, or 
whether he decides to hold them as a club over Uncle Sam’s 
head—notes payable on demand, as it were. 

The club that is poised over 


suddenly the redemption of any large part of these I. O. U.’s 
it might, under certain circumstances, be very embarrassing 
to our economy. 

Brought to its simplest terms, this is the way the thing 
works: the United States ships abroad certain merchan- 
dise, she performs certain services for which she charges 
foreigners and, in addition, foreigners have obligated 
themselves to pay the United States certain interest and 
dividend items. The liquidation of these charges is effected 
by the foreigner shipping to the United States merchan- 
dise, by the performance of services or by applying the 
interest and dividend items owed by the United States. 
Finally, if the foreigner still owes something he ships 
gold and the international account is square. There is, 

however, nothing to prevent the 
= foreigner shipping more gold 





that head at the present time is =— 
of quite formidable dimensions | 
and shows all the signs of becom. | 
ing larger and heavier rather than | 
smaller and lighter. Uncle Sam, | 
of course, thought it looked 
mighty good at first—all gold and 
silver, glittering in the sun—a 
club of which to be proud. But 
Sam’s being very stupid if he 
thinks it hurts any less to be 
smitten with a gold club than 
one derived from the common 
blackthorn. 

Everyone who reads a news- 
paper must be conscious of - the 
huge amounts of gold and silver 
—particularly gold—that have 
been shipped into the United 
States over the past year or two. 
Now, it would be quite all righ: 
(in some ways) if all this metal, 
or what was paid for it, became 
the free-and-clear property of 
American citizens. But it doesn’t. 
For a great deal of it, the United 
States as a country is giving 
I. O. U.’s in one form or another, 
redeemable on foreign demand. 
If the foreigner were to demand 
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than he strictly needs to balance 
the international account. And, 
having shipped this excess gold, 
there is nothing to prevent him 
leaving the proceeds in an Ameri- 
can bank, or using them to pur’ 
chase American stocks and bonds. 
Finally, having built up his Amer- 
| ican bank account and his port- 
| folio of American securities, he 
can at will reverse the process, 
regardless of our feelings in the 
matter. 

Now, although it would not 
prove a bit embarrassing for the 
United States to re-ship abroad 
the gold she has recently re- 
ceived, the process by which the 
foreigner would re-acquire title 
to the metal might cause trouble. 
The banks, of course, could han- 
dle easily the withdrawal of for- 
eign deposits, for they have 
more funds in liquid form than 
they know what to do with. 
But could our security markets 
stand large-scale liquidation of 
foreign-owned stocks and 


bonds? 


——_ RECENT 
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The amount of trouble which a withdrawal of foreign 
capital would cause the United States depends upon the 
magnitude of the movement and its rapidity, and these, 
in turn, depend upon the quantity of foreign capital that 
has sought refuge here, while the rapidity of withdrawal 
will depend largely upon the nature of the developments 
causing the movement. 

Nor must it be forgotten that the relative vulnerability 
of our markets will have an important bearing upon ihe 
seriousness of the trouble that might result; if our secur- 
ity markets are already too high, foreign selling might 
well bring about an important slump, while, if our mar- 
kets have been the subject of no marked speculative 
excesses, Our Own citizens with surplus funds would do 
much to cushion any decline. 

The enormous sum of foreign capital invested in the 
United States has 
been increasing, 
particularly in the 
past two years. 
For example, last 
year the United 
States sold goods 
to the world in 
the amount of 
$2,133,000,000 
and bought goods 
from the world 
in the amount of 
$1,655,000,000, 
leaving the world 
our debtor in the 
sum of $478,000,- 
000. Shipping 
and freight 
charges, expendi- 
tures on the part 
of tourists, and 
interest and divi- 
dends, cancelled 
out except for 
$12,000,000 net 
which we owed 
the world. This 
left the world owing us $466,- 
000,000 net. But the world 
made a net payment to us of 
$1,351,000,000 in gold, silver 
and currency items. And this 
leaves us owing the world 
$885,000,000. Where is it? 

Well, perhaps $100,000,000 
became the actual property of 
American citizens on account 
of bond redemptions, sinking 
funds, etc. Then nearly $200,- 
000,000 net represented in- 
creases in foreign bank de- 
posits in the United States or decreases in American bank 
deposits abroad. Another $100,000,000 represented (re- 
ported data) the excess of American stocks and bonds sold 
the foreigner over the foreign stocks and bonds bought 
by Americans. However, there is still not far from $500,- 
000,000 left. Of this, the United States Department of 
Commerce says: “This item consists largely of (a) special 
transactions (such as the inflow of unreported private, com- 
mercial, and other funds, and miscellaneous foreigns ex- 
change operations) following the devaluation of the dollar 
on January 31, and (b) unreported international security 
transactions.” 
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It is unfortunate that for this last $500,000,000 one 


cannot account more specifically. Some of it, of course, 
represents the repatriation of American balances abroad; 
some of it is the money sent here for the purpose of buying 
up foreign dollar bonds, many at bargain prices. In so far 
as the United States received the payment for these two 
purposes, the funds are no longer under foreign control 
and therefore something which may be forgotten for the 
purposes of this article. But a great deal of the $500,000,000 
item, possibly $300,000,000, is still under foreign control 
in the form of cash balances, holdings of American stocks 
and bonds, etc. Add this $300,000,000 to the increase in 
foreign bank deposits and to the amount that foreigners 
are known to have invested in American stocks and bonds 
over and above the amount that Americans are known to 
have invested in foreign stocks and bonds and one arrives 
at a figure in the 
neighborhood — of 
$600,000,000 for 
the net amount 
of foreign capital 
that came into 
this country last 
year and still re- 
mains under for- 
eign control. 

This year, the 
flight of foreign 
capital to the 
United States has 
been much in- 
tensified. On the 
one hand the 
It al o-Ethiopian 
trouble and the 
further difficulties 
experienced by 
the “gold bloc” 
have tended to 
drive capital away 
from_ Europe, 
while at the same 
time the improve- 
ment in business 
and sentiment within the 
United States has tended to 
suck capital from the rest of 
the world. The combination 
of these two factors has been 
irresistible and gold has flowed 
to the United States in a se- 
ries of mighty waves. For the 
first ten months of this year, 
the United States received 
more than $1,300,000,000 in 
gold and the end is not yet. 


Imports 


Gold At the same time it is to 


be remembered that this year 
our “favorable” balance of merchandise trade has been 
running much less than last year; for the first nine months 
the “favorable” balance was only $65,000,000 against $319,- 
000,000 last year. Allowing the foreigner his customary 
credit on service items, it is conservatively estimated that 
when all the details for the full year 1935 are available they 
will show that the world had need really to ship no gold 
at all into this country for the purpose of settling the inter- 
national account; the silver alone that was sent us would be 
more than enough to make the settlement. 
This means, put bluntly, that all the gold that we receive 
(Please turn to page 294) 
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Significant Foreign Events 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Sanctions: New 


Markets for Old 


The effect of eco- 
nomic sanctions en- 
tered into November 
18 will be aggravated 
for most countries as 
more time elapses, 
particularly in view 
of Italy’s voluntary 
abstention from pur- 
chasing those products 
which the terms of 
the League’s formula 
might still permit the 
faithful Leaguist to 
supply. Interesting 
sidelights upon this 
economic tragi- 
comedy are beginning 
to appear with the 
publication of trade 
statistics of various 
European _ countries 
for the first nine 
months of 1935. 

It develops, for example, that even before sanctions went 
into effect at the beginning of 1935, Abyssinia ceased pur- 
chasing tires from Italy: Italy compensated this loss by 
forcing on her colonial markets 115 tons of tires. The loss 
of trade between the two belligerents is small compared with 
the value of Italian products formerly absorbed by the 
sanctionist countries in Europe. For example, Belgian 
annual imports of automobiles and equipment from Italy 
averaged 800,000 dollars—rayon thread, 390,000 dollars. 

For some other countries, Italian imports formerly 
amounted to as much as 5 per cent of their total foreign 
purchases. These countries face the problem of readjust- 
ment in shifting their market to other supplies. 

Exporters face an even more serious situation from the 
retaliation of Italian buyers. No wonder disgruntled 
Chambers of Commerce in Marseilles, Toulouse and Lyons 
register vigorous protests. Similarly, the Yugoslav Govern- 
ment sent a delegation to London to negotiate compensation 
for her lost trade with Italy. The sanguine hopes were 
promptly deflated, according to the British press, at the 
sight of the “dignified and gentlemanly shabbiness” of the 
furniture and fittings of government offices. The delega- 
tion left apparently empty-handed, at least without assur- 
ance of tangible compensatory orders. 

The Spanish Ministry of War, presided over by Senor 
Gil Robles, the real power behind the Coalition Govern- 
ment, has just issued an army order which throws a dif- 
ferent light on the manner in which sanctions against Italy 
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HARBOR OF GENOA 


Troop Movements Supplant Vital Commerce in Italy’s Chief Ports 


are operating. The 
new order provides 
that the Spanish 
army is to be pro 
vided with gas masks 
manufactured exclu: 
sively by a Barcelona 
company capitalized 
at 1!/, million pesetas, 
entirely controlled by 
Italian capital! 

Thus because of 
the present tangle of 
administrative compli: 
cations and the shift: 
ing of sources of 
supply in sanction 
ist countries, nw 
merous new outlets 
for American enter: 
prises may be at least 
temporarily available, 
either by direct ship- 
ment from the United 
States or by a more 
prompt tapping of this 
new demand through 
the utilization of foreign branch factories. 


* * * 


The Naval Conference—Security With Economy? 


The third of the Five-Power Naval Conferences opened 
officially in London, demanding more astute diplomacy than 
the more or less desultory discussions of previous occasions. 
Twenty-nine Japanese delegates have arrived, determined 
on Japanese naval parity in the Pacific. The injection of 
this new element in the naval policies between the three 
protagonists of the Washington Conference of 1921-1922 
does not minimize the importance of the problem of naval 
affairs in the European sphere. Important developments 
have taken place in world affairs, unforeseen at the time of 
the conclusion of the Washington Treaty. 

The Italo-Abyssinian conflict has a vital bearing on naval 
rivalries in the Mediterranean. Germany's repudiation of 
the naval restrictions in the Versailles Treaty has altered 
perspectives in naval affairs in the North Sea. France’s 
insistance on a formidable submarine unit, and England’s 
desire to reduce the tonnage of capital ships to 25,000 tons, 
present issues for prolonged bickering. 

The main discussion, however, will center around the 
solution of the Pacific problem. 

The condition of the 5:5:3 ratio by Japan was based 
on the assurance against mutual attack by the United States 
or the British Empire. On the other hand, the British 
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Empire and the United States required a definite assurance 
that Japan would not abuse this immunity by acquiring a 
potential naval predominance in far-eastern waters; nor 
should Japan violate the territorial and administrative in- 
tegrity of China. The policy of naval “insulation,” the 
fundamental principle on which the Washington Treaty is 
based, has in practice become demoded. Japanese encroach- 
ment into Northern China and her obvious intent of 
emasculating the sovereignty of the national government 
renders the Treaty a “scrap of paper” as a workable instru- 
ment in determining the scope of naval construction. 

The task of the present conference is a formidable one. 
The three naval powers in the Pacific will find it difficult 
to agree on a compromise between qualitative or quantitative 
ratios, or on the so-called “upper limits” determining the 
maximum tonnage and the maximum armament for various 
categories of ships. Japan has already expressed her ideas 
on the “upper limit” theory and, although they have not 
yet been officially rejected, it is almost inconceivable that 
either the United States or Great Britain will accept them. 
Should the United States decide to concede naval parity to 
Japan, the only alternative is to strengthen naval bases in 
the Pacific and enlarge the effective area of air defense in 
closer proximity to Japan. England has several crucial ques- 
tions to answer during the forthcoming conference. Does 
she wish to maintain a parity with the United States in an 
armament race, or can she afford to allow her naval strength 
to fall below the Japanese, on the assumption that the 
United States can be relied upon to police the Pacific? Eng- 
land could never tolerate superior Japanese naval armament, 
but on the other hand is far from anxious to enter upon a 
competitive construction program with the United States. 


* * * 


The Belgian New Deal—Lowers Import Restric- 
tions to Prevent Rising Prices 


Belgium, having bolted the gold bloc in March and thus 
precipitated a rush of European capital to America, still 
remains the outstanding exponent of devaluation on the 
Continent. Now that another gold rush has been in full 
swing, the new belga showed its strength by drawing capital 
from Holland and France. During the summer and autumn 
the devaluated Belgian franc insured the tourist industry 
against the expected 
bad times; rendered a 
financial success the 
economic sideshow of 
the World’s Fair at 
Brussels; stepped up 
exports to the United 
States. 

Yet long-term 
money is still dear, 
and state credit slug- 
gish. Bankers antici- 
pate that 134 per cent 
will be the standard 
rate for the next short- 
term government of- 
fering, and sit back 
disconsolate on their 
full money bags. As 
America’s plethora of 
hard cash makes for 
dangerously cheap 
money, so in Belgium 
did devaluation result 
in a mad return of ex- 
patriated funds and a 
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Japan Thinks the Rising Sun Should Float Over as Many Tons of 
Warships as the Stars and Stripes or the Union Jack. 


hoarding of millions of francs. Curiously, however, this has 
not yet resulted in extremely easy money rates. 
Competition in foreign markets has been increased due 
to the rise in international prices for requisite imported com- 
modities such as copper, wheat, cotton. Proudly the Belgian 
New Deal Government announces the first balanced state 


account since the beginning of the crisis. But devaluation 
by boosting the loans in foreign currency has “jacked up” 
the National Debt by nearly 6/2 billions of francs; added 
234 million francs to the cost of servicing international 
obligations. Balancing this item, banker-Premier Van Zee- 
land converted the internal debts and the “stamp” dollar 
bonds to effect a saving of 716 millions. This would appar- 
ently have circumvented the burden of devaluation expenses 
were it not for the specter of rising prices. To combat the 
increase in the cost of living, the government has decided 
to modify its protective policy even at the risk of the loss 
of internal revenue and customs fees. Consequently, a 
project imposing a quota on rubber tires, an important 
American article of import, has been indefinitely postponed; 
meat import quotas increased; restrictions on egg imports 
lifted and, for the time being, customs duties on certain 
categories of foodstuffs suspended. As a result, the cost 
of living index rose only 5 points, or less than 1 per cent 
in the past month. 


* co * 
France—Laval Stages a Coup de Theatre 


An almost inevitable coup d’etat was staved off by a 
dramatic coup de theatre staged by Laval in the Chamber 
debate on the Fascist League organizations. With the poli- 
tical legerdemain of a Talleyrand, Laval succeeded in secur- 
ing a voluntary suppression of the militant aspects of the 
Right Wing factions; succeeded also in drawing sufficient 
support from the key group of Radical Socialists to secure 
a Chamber majority, and at least a vote of temporary 
confidence. 

The heavy outflow of gold during the past month, with 
a corresponding increase in the note issue, caused the reserve 
ratio to decline below 70 per cent. Without this surprising 
victory for Laval, a continued efflux of gold would have 
compelled the government to face financial realities and take 
decisive action in the form of devaluation or an embargo on 
gold exports. But 
since, in France, spec- 
tacular political events 
engender immediate 
bourse speculation, 
rentes and long-term 
investments soared; 
French franc rates ral- 
lied in terms of the 
dollar and the pound 
sterling. Cynics pre- 
dict that the eventual 
showdown on existing 
civil strife between the 
Common Front and 
the Right factions has 
only been temporar- 
ily postponed until the 
general elections of 
next spring. The Ra- 
dical Socialists are at 
present unwilling to 
assume the responsi- 
bility of the ticklish 
task of negotiating 
French foreign affairs. 
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Congress Just Before 
the Battle 


How Much Has Business to Fear? 


How Much Has Been Discounted? 


By THeEopore M. KNAPPEN 


ONGRESSMEN must live. They 
live on votes, and getting them 
is their dominating considera- 

tion. They make or lose votes on their 
records and the skill or gaucherie with 
which they exploit them, except when 
a tidal wave of public opinion carries 
them through the breakers or sinks 
them en masse. 

At the moment most Congressmen 
privately hold that there will be no ti- 
dal wave in November, 1936. The rec- 
ords they make in the last session of 
the 74th Congress, which begins on 
January 3, become highly important. 
During that session the legislators have 
a chance to correct past technical er- 
rors and make some resplendent ones 
just before the battle joins. They think 
more about No. 1, and less about the 
party and its leader in the White 
House, that is, the members of the 
party in power. This fact makes for 
weakened party discipline and for more 
individual independence. 

Recognizing the realities of the situ- 
ation, the President will propose little 
“must” legislation. His own record is established, the Su- 
preme Court has taken the center of the stage away from 
him for the time being, and there is no good reason why 
each Democratic member should not be allowed to make 
his own little spotlight. 


To Spend or Not to Spend 


That is no easy problem in illumination. Some mem- 
bers will solve it by introducing flocks of bills for home 
consumption—and the waste paper basket. Others will 
be chiefly concerned in avoiding legislative votes—particu- 
larly record votes. Some will seek salvation in oratory and 
“extended remarks.” Others will pursue it by pronounced 
silence and obscure strategy. But all will have to follow 
tortuous courses. In the first place they will not wish un- 
duly to offend the President, in the second place they must 
beware lest in capturing the primary elections they build 
up defeat in the final count of noses, and thirdly they must 
shine as penny pinchers and likewise as reckless spenders. 

To spend or not to spend public money freely will be 
one of the prime puzzles of policy for every member. 
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SENATOR JOSEPH T. ROBINSON 


Democratic Leader of the Senate 


Where lie the most votes? Among the 
recipients of public spending on a huge 
scale or among those who are conscious 
that it is their money that is being 
spent? 

The President has caused it to be 
known that he believes the time for 
retrenchment has come or, at least, the 
time has come to make convincing 
gestures in that direction; but in their 
own circumstances a host of members 
will “view with alarm” any sudden 
contraction of the stream of gold that 
has so long flowed from Washington 
into private pockets and local budgets, 
and into political capital. 

Whatever the aggregate view on 
spending in general may be there is 
one colossal piece of spending that 
seems destined to triumph with a 
whoop, and that is the payment of the 
soldiers’ bonus. It is the general opi- 
nion of observers that the bonus is now 
regarded by members of Congress as 
inescapable individual campaign am- 
munition, pro or con. There may be 
compromises, but the forecast now is 
that Congress will direct the immediate payment of the 
full 1945 values of the veterans adjusted service certificates, 
necessitating the expenditure of about $2,000,000,000, the 
President’s probable veto notwithstanding. If that is done, 
all talk of making visible progress towards a balanced bud- 
get becomes a waste of time—barring greenbacks or utiliza- 
tion of the gold “profit” resulting from dollar devaluation. 


Free Spending—Tight Appropriating 


Outside of the bonus bomb, it is expected that the bud- 
get will propose a total of not to exceed $2,000,000,000 
for all relief and recovery purposes, which compares with 
$4,880,000,000 appropriated for that purpose by the last 
session of Congress, and that half of that sum will be allo- 
cated to straight unemployment relief on the present Works 
Progress Administration lines of work-relief instead of the 
dole. Deficiency appropriation bills and supplemental bud- 
get messages will bring total appropriations (forgetting the 
bonus) up to $8,000,000,000 or more. While the last 
session of Congress appropriated a total of more than 
$10,000,000,000 the bureau of the budget calculates that 
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actual expenditures during the fiscal year of 1936—ending 
June 30, next, will not be more than about $7,750,000,000— 
leaving a considerable carry-over, even against the conten- 
tion that really and truly appropriations did not exceed 
$9,500,000,000. 

Don’t be surprised to see the initial budget approach some- 
thing like a balance—by the device of leaving future relief to 
the discretion of Congress. All good Democrats and some 
Republicans are agreed that the way of statesmanship at 
this juncture is to cut appropriations deep and spend big. 
Sounds a bit contradictory, but this is the trick: The deep 
cuts can be treated after election and the big spending can 
go roaring on until election with a rather modest budget. 
There is this joker to delight the audience, that if the Repub- 





licans capture Washington in November, they will have to 
appropriate the billlions to fill the deficit, whereas if that jot 
falls to the Democrats as victors they will already have their 
value received. So, don’t let your blood pressure run up 
if the budget looks as if it had been taking a radical cure 
for obesity. 

If the Supreme Court knocks out the whole of A A A or 
simply deletes its processing taxes, the appropriations for 
that work will not be affected as to amount. Congress will 
simply appropriate the required $500,000,000 or thereabouts. 
and raise the money from a general tax, probably a manufac 
turers sales tax (as any increase of the income taxes is poll- 
tically forbidden) ; and if necessary pass a new law for the 
authorization of agricultural benefits. (Please see next page) 








Measures 


Budget will propose total expenditures of $5,750,000,000, 
receipts $5,000,000,000, deficit $750,000,000. 


Recovery and relief measures. 


Ordinary budget, including public debt service. 

Bonus bill for $2,000,000,000—no greenbacks, may be 
paid in “baby” bonds. 

Agricultural—If processing taxes are pronounced uncon- 

| stitutional manufacturers’ sales tax will be substituted. 

| Permanent A A A proposals, including equalization fee, 

debenture and allotment plans. 

| Extension of tobacco and cotton control acts. 

Bankhead farm tenancy bill. 

Frazier-Lemke greenback farm refinancing. 

Labor—Thirty-hour week bills will be pressed. 


NR A type of bills, including Senator O’Mahoney fed- 
eral license bill for corporations and Walsh bill, Berry 
scheme, etc. 


Economic council. 
Taxes. 





Social Security Act revisions, Townsend old-age pension 
plans, etc. 

Ship subsidy bill—a Presidential must. 

Other regular departments and agencies. 

Army and Navy. 

REG, 


Federal Housing stimulation—proposals to accelerate 
building—extravagant subsidies to residence builders. 


Neutrality legislation “to keep us out of war.” 


Forest credit bill. 
Omnibus forestry bill, including huge purchase of land. 
“Little N R A” for lumber and other forest industries. 





Railroad Co-ordination Agency measure. 

Eastman bill for water transport regulation. 

| Long and short haul railway rate change amendment. 
| Nationalization of railways. 

Railway six-hour day full crew bill and train limit bill. 
| CCC perpetuation. 

| Rearrangement of federal bureaus and departments. 
Silver policy legislation. 


Monetary standard, currency legislation, inflation. 


Constitution amendments—paving way for more federal 
power. 


A Prospectus of What May Be Expected from Congress | 


Disposition 

Appropriations will total approximately $8,000,000,000, 
actual deficit, $3,000,000,000—about the same as this 
year (revised). 

Approximate total will be $2,000,000,000, as against cur- 
rent $4,000,000,000. 

$3,500,000,000—about same as this year. 

Probably enacted over presidential veto. If it demands 
cash, budget will be correspondingly increased. 

Will pass, calculated to raise $500,000,000 annually. 


Will not pass unless Supreme Court outlaws present 
AAA. 


Will pass. 
Will pass. 
Will fail. 
Will be defeated or shelved. 
Will be defeated or shelved. 


No action. 

No action except as compelled by court decisions and 
flagrant disregard of budget. 

Hot controversies—no action, beyond, perhaps, minor 
amendments of Social Security Act. 

Will be enacted. 

Drastically reduced. 

Increased appropriations. 

No further extension. 

Act will be passed co-ordinating housing efforts, and 
modest appropriations will be made for underprivil- 
eged housing. 

Act adopted last summer will be amended to include 
about every material that might be reasonably con- 
sidered contraband of war. Might mean virtual em- 
bargo of exports in a new world war. 

Will be enacted. 

Will fail. 

Will receive scant attention unless championed by Presi- | 
dent. 

Will be extended. 

Will be passed. 

Chances favorable. 

No progress. | 








Will be chloroformed. 

Will be adopted. 

Will fail. 

Big fight to compel rapid purchase, but no changes in | 
law will be permitted. 

Bitter fight to compel issuance of treasury notes against | 
treasury gold and silver for part of government ex- | 
penditures.—Will be defeated. 

Fight will be ied by A. F. of L., but will be lost unless 
Supeme Court wrecks New Deal. 
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Ghosts of N R A will 
stalk through Congress. 
The Berry campaign will 
probably result in a mea- 
sure that will have the 
tacit approval of the 
President, but there is no 
likelihood that the Ways 
and Means Committee 
or the Senate Finance 
Committee will directly 
do anything about the 
President’s mild sugges- 
tion of last fall that they 
study a draft of a new 
NRA. 

Organized labor will 
present a bill, Senator 
O'Mahoney of Wyoming 
will press for his bill 
to require corporations 
engaged in interstate 
commerce to take out 
Federal licenses. Labor 
is said to look at this mea- 
sure fondly. It is in line 
with the growing New Deal conception of interstate com- 
merce as a Federal racket to which permits may be issued 
only on pain of being subjected to Federal regulation laws. 
This is praised as a slick way to get around the constitution. 
The Walsh Bill, much admired by its author, portly and 
unctuous Senator Walsh of Massachusetts, applies the 
screws to corporations that are not amenable to considera- 
tions of social welfare, by reserving Federal purchases and 
contracts for the good boys. The others will never get to 
the fodder trough, even though they starve. 

The forest industries have long been the object of the 
wrath of the “there should be a law-ers’—ever since the 
early lamentations of Gifford Pinchot, Theodore Roosevelt's 
braintruster; and a host of reformers of other peoples’ busi- 
ness want to see the forests, like the soft coal mines, in a 
“little N R A” of their own, of only about a quarter of the 
area of America. Forest Service beams on the idea, the 
President fondles it and it would delight millions of tree 
lovers. Forest N R A or none, an omnibus forestry bill, de- 
signed to cure the woes of the sylvan industries may pass, rug- 
ged industrialists 


Champion of Balanced 
Budget 
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be along present work- 
relief lines, is the 
ship subsidy bill. He will 
not need to command 
liberal army and navy ap- 
propriations — Congress 
and the country are ripe 
for them, as the world 
boils with hate and greed. 

Whether we vote to 
be neutral or partisan it 
is hard to say which 
course is the greater in- 
cubator of war. But Con- 
gress will promptly 
tackle the problem (pres- 
ent law expires March 
1) and will probably 
agree to put the nation 
in such a strait jacket 
that it will starve to 
REP. WRIGHT PATMAN —— rather than fight 

under any conditions. 

He Will Lead Fight All setinscinasiees of 

for the Bonus electoral fecundity regard 

keeping us out of war as 

especially prolific, but they view with some misgivings the 

bent of the pacifists for getting us into another war to pre- 

vent war. Their misgivings include also the political dyna- 
mite in the Townsend plan. 

The thirty-hour bills are good vote growers, but gestures 
will take care of them. That goes for the railway six-hour- 
a-day bill, too. On the other side of the transport lineup, 
the railways will get repeal of the devilish long-and-short 
haul rule. The Wheeler Bill for government ownership will 
sink. Silver policy will be kicked around, but the Adminis- 
tration will likely help the silver congressmen with well- 
timed purchases of silver, without pressure of another law; 
unless the impression gets abroad that the smart Britishers 
have used our silver policy to grease ways for their own 
advancement and our discomfiture in the finances and com- 
merce of China, Uncle Sam paying the freight. 

Congress will begin talking about adjourning as soon as it 
meets—and will linger and linger. The six-week program 
will grow to sixty days and that to ninety and more, and 
bills will mount to 9,000. Snags unforeseen will develop, 
rows will fester, 




















being put to sleep — and you may con- 
by hope of big sider May 1 as 
se wr “oa Ordinary Receipts, Expenditures and Public Debt of ad sey eae ae 
isa ; 
a U.S. (Including only postal deficits and surpluses) a oaele’ a 
Tobacco and Year Receipts Expenditures Public Debt Per Capita Debt the New Deal. 
cotton controls 1791-00.. $6,765,000 (av. $6,835,000 $82,976,000 $15.63 The President 
will be extended, 1801-10.. 13,055,000 9,086,000 53,173,000 7.34 wants a short 
the Supreme 1811-20.. 21,923,000 “ 23,942,000 91,016,000 9.44 Session, but will 
Court not in Rice gee 8 ee 3,573,000 0.21 be foiled. 
tervening imper- 1851-65.. 160,907,000“ 683,785,000 2,678,000,000 77.07 For further de- 
atively. Potato 1866-70.. 447,000,000“ 377,642,000  2,426,000,000 63.19 tails of the Con- 
control will be 1890.... 403,000,000 318,041,000 —_1,122,000,000 17.92 gressional fore’ 
jumped on hard, 1900.... 567,000,000 520,861,000 —_1,263,000,000 16.56 cast, take a look 
and then some. 1915.... 697,000,000 760,587,000 1,191,264,000 11.83 at the tabulation 
The only 1920... 6,704,000,C00 (war peak) -18,952,000,000 24,297,000,000 «228. 32 herewith, but 
thorny “must’ 1930.... 3,854,000,000 8,318,000,000 —_16,801,000,000 131.38 don’t hold it up 
the President 1934.... — ,259,000,000 7,105,000,000 22,539,000,000 six... against me. A 
now has in mind 1935.... —3,800,000,000 7,376,000,C00 28,700,000,000 «iw... definite guess is 
outside his budget 1936.... 3,992,000,000 (est.) _(est.)_7,752,000,000 —30,723,000,000 240.00 (est.) worth something; 
and relief re ee ee: Total appropriation 10,058,000,000 an aggregation of 
covery proposals, hypothetical con- 
which latter will jectures is a bore. 
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Business Gains the World 
Around 


Recovery from Depression Lows Notable in Most Countries — Future 


Outlook Threatened by Continued Nationalism and Armament Building 


By Joun D. C. WeELpon 


HRISTMAS momentarily binds much of the civilized 
world together in common celebration, however 
little there may be of peace on earth and good will 

to men. It is a fit occasion, therefore, to turn from pre- 
occupation with domestic affairs and see how other nations 
are faring in the universal struggle for better times. 

Looking over the international statistics of production and 
trade, one gets a picture partly encouraging, partly discour- 
aging. On the encouraging side, the majority of countries 
today stand well above the depression low in industrial 
production, and the aggregate production of goods this 
year has reached a new high of recovery. 

On the discouraging side this is merely a sum total of 
largely internal, nationalistic recoveries, is undoubtedly dis- 
torted by abnormal production of armaments in some coun- 
tries and finds almost no reflection in the total physical vol- 
ume of interna- 


favorable, since Great Britain had no such boom in that year. 

In the primary sense that normal business activity is an 
exchange of goods and services for goods and services, prob- 
ably the most realistic reflection of the world’s current eco- 
nomic position is that provided by the gold value of total 
world trade. In this respect the best that can be said is 
that international trade has now been scraping bottom for 
three years, showing only relatively small variations during 
1933, 1934 and 1935 around a level approximately one- 
third that of 1929 and moderately lower even than the 
aggregate movement of 1932, the latter year having seen 
a marked flattening out of the sharp decline of 1930 and 
1931. 

The continuing low level of world trade justifies more 
than a suspicion that some part of the aggregate production 
gain has rested upon abnormal factors, such as heavy build- 

ing of armaments, 
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When Copper Goes Up So 
Will Kennecott 


Price More Than Volume 
Will Tell the Story 


By LaurENCE STERN 


HEN big money 

can be made in 

copper the Kenne- 
cott Copper Corp. will 
make it because: 

It owns some of the 
richest low-cost mines in 
the world. 

Its overhead expenses 
are low, due to absence of 
funded debt. 

Its managers include 
men who know copper, 
men who know finance 
and men who know both 
—among others, Banker 
Charles Hayden; Bankers 
Thomas Cochran and 
George Whitney, of J. P. 
Morgan & Co.; Finan- 
cier- Miners Murry and 
Solomon R. Guggenheim, 
whose family history is a 
saga of American mining; 
and—by no means the 
least—the operating sparkplug, Daniel C. Jackling, the 
man who, more than any other, made copper mining a mass 
production enterprise. 


When Fortune Laughs 


What Kennecott can do when fortune smiles is strikingly 
shown by its performance in 1929, when fortune not only 
smiled but laughed out loud. In that year it turned out 
501,134,000 pounds of copper, got $110,205,000 from its 
customers and translated $52,066,365 of this—or about 47 
per cent—into net profit. That profit amounted to $5.55 
per share on a stock that had just been split two-for-one 
and even so sold at a 1929 high of 104%. 

Of course, that fabulous profit margin, like fabulous 1929 
stock prices, was too good to last. After the price of the 
metal had soared for a short time to 22 cents a pound and 
had been pegged thereafter at 18 cents for the rest of the 
year, the bottom fell out of the market early in 1930. Once 
again an effort to control price, without controlling pro- 
duction, had come to grief. Consumption withered away 
under the blasts of depression—at least in this country— 
and surplus stocks piled up mountain high. With only the 
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Steam Shovel Mining of Copper Ore 


most fleeting of rallies, 
copper slid down, down, 
down to an all-time low of 
4 cents a pound in 1932, 
which meant that Kenne- 
cott found itself in the de- 
cidedly unusual position of 
selling copper to the few 
who wanted it at much 
less than even its lowest 
cost mine could turn it 
out. 

Our purpose in citing 
this gloomy history is to 
emphasize the simple fact 
that for Kennecott the big 
question is price—a bigger 
question, as it happens, 
than volume; for volume 
of this company’s world 
sales by the close of last 
year had recovered to ap- 
proximately 75 per cent 
of the 1929 level. The 
price of copper, however, 
recovered in this country only to 9 cents and averaged less 
than 8 cents for the year; while the foreign market fluctu- 
ated within a range of 6.40 cents to 8.44 cents. 

Which explains why Kennecott on a physical volume 
only some 25 per cent below that of 1929 grossed less 
than half the 1929 revenues, and was able to translate only 
$5,719,854 to net profit. In short, a profit of only a bit 
more than 10 per cent of operating revenues, against 47 
per cent in the best year. Thus, only 53 cents per share on 
the 10,769,379 shares of capital stock, against $5.55 in 
1929. 


Copper Prices Still Depressed 


If you can guess how far the price recovery in progress 
since 1932 will take copper over the next several years, you 
will come close to knowing what will happen to Kennecott’s 
earnings and the market price of its stock. For every ad- 
vance of 1 cent in the metal,’ earnings—on the record of 
past performance—will rise by from 40 to 45 cents per 
share. 

Well, then, how many cents per pound will copper go 
up? There is no simple formula by which this question 
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can be answered. You can not answer it merely by noting 
that world stocks of copper have declined to less than 
500,000 tons, the lowest figure in several years and probably 
equal to little, if any, more than present world consumption 
for four months; or that stocks in this country—once over 
900,000 tons—have declined to around 225,000 tons. 

You can not answer it by observing that foreign demand 
has not only recovered to the 1929 level, but has climbed 
to a new all-time high; and that our domestic consumption 
of copper shows a gradual recovery, probably approximat- 
ing 480,000 tons this year in comparison with 417,000 tons 
last year, 381,000 tons in 1933 and 294,000 tons in 1932. 

Nor can you answer it by citing the general trend of 
commodity price recovery—notably pronounced in_ this 
country—which is incident both to business revival in most 
nations and to currency depreciation or revaluation in many. 


No Simple Case of Supply and Demand 


All of these factors tend to justify or make logical an 
uptrend in the price of copper and considerable advance 
above the present level—a level which, even in revalued 
dollars, is considerably under what copper formerly aver- 
aged not only in the prosperous 1922-1929 period, but for 
many years prior to the war; and which, of course, is still 
more acutely depressed on a gold basis. 

But when all is said and done, copper is not a matter of 
supply an1 demand, but essentially and inevitably a man- 
aged metal for reasons basically similar to those which have 
made tin a managed metal, and just as logical as our far 
less successful national effort to make the production of oil 
a managed affair. If supply in oil functioned anywhere 
near its full potential, prices would collapse disastrously, 
record high consumption of gasoline to the contrary notwith- 
standing. As for copper, there are mountains of it readily 
available, especially in the great mines of this country, Chile 
and Africa. If production were not successfully controlled 
copper not only could 
not advance, but could 
not hold the present 
price, regardless of 
the status of consump- 
tion, regardless of a 
rising trend in other 
commodities, regard- 
less of monetary 
changes over the ma- 
jor area of the world’s 
commercial map. 

Now it is true that 
economic history is 
strewn with the 
wreckage of price con- 
trol schemes. There 
was Great Britain's 
flasco in rubber, Bra- 
zil’s in coffee and so 
on. Yet the nub of 
the matter boils down 
to the degree of con- 
centration of owner- 
ship of the supplies 
you are trying to con- 
trol and the intelli 
gence of that ownership. With respect to concentration 
of the bulk of supplies in powerful hands, copper is some- 
what more difficult to manage than tin, but infinitely easier 
to control than rubber or coffee or sugar or oil, in all of 
which operations of great numbers of small producers or 
potential producers can raise hob with the market and 
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frequently do, as conclusively proven by much sad history. 

There are many copper producers, but the big shots are 
Kennecott, Anaconda and Phelps-Dodge in this country; 
Braden and Chile in South America, the former owned by 
Kennecott and the latter by Anaconda; International Nickel 
in Canada: and N’Changa, N’Kana, Katanga and Roan 
Antelope in Africa, the last-named continent being the 
present dark horse in copper. 

Not only is ownership of the richest known deposits con- 
centrated in relatively few groups, but the copper content 
of most ores ranges only from 1 to 4 per cent, which means 
that efficient extraction requires large-scale operations and 
large capital. Thus copper is not a fruitful field for wild- 
catters. 

In view of these facts it would seem entirely feasible 
for the large copper groups to agree in sheer self-interest on 
production control. As a matter of fact, they are doing 
exactly that; and with apparent success thus far. 


Domestic Control 


In this country, of course, collusion by the three big 
producers would be in violation of the anti-trust laws, but 
it the handful of executives and financiers who make most 
decisions on domestic copper happen to think along the 
same lines—lines suggested by the sheer logic of individual 
self-interest—why that is not illegal. It so happens that 
they have usually arrived at the same general conclusions as 
to what domestic production and price should be, and the 
Government has never taken them to task for so concluding 
in their individual corporate capacities. 

Accordingly, due first to control and, secondly, to the 

logic of the attendant statistical factors above cited, there 
is strong ground for believing the price of copper will be 
marked up in gradual and orderly fashion, with a moderate 
boost above the present 914 cent domestic quotation prob- 
ably coming before long, on current indications. 
When and whether 
the metal will climb 
back to its erstwhile 
“normal” of 15 cents 
a pound or more, 
however, is beyond 
forecast. As a gener- 
ality consumer re- 
sistance is not a thing 
to be greatly feared in 
copper. One reason 
for this is that in most 
of its uses copper is a 
relatively minor part 
of the total cost of the 
product or project in- 
to which it enters. 
Another reason is that 
consumers habitually 
buy more freely in an 
advancing market 
than a declining one, 
as proved by the fact 
that 4-cent copper in 
1932 did not stimu- 
late demand. If the 
price is cut to 8 cents 
buyers wait to see if it will go to 7, and if it is cut to 7 
they will wait to see if it goes to 6 and so on. 

Under present depression prices in the first six months 
of this year Kennecott earned only 32 cents a share on its 
stock, as compared with 36 cents for the first half of 1934. 
While no later report is available, the company in November 
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increased its quarterly dividend from 15 cents to 20 cents 
and the resultant 80-cent annual rate is unquestionably indi- 
cative of improved earnings. It is to be doubted, however, 
that they will exceed $1 a share, so that the stock at the 
present quotation of 28 is, obviously, looking to the future. 

On 10-cent copper Kennecott probably could earn in the 
vicinity of $1.40 a share, assuming production around pres- 
ent annual level of 400,000,000 pounds; on 12-cent copper 
should earn around $2.20 a share and on 15-cent copper 
probably could show approximately $3.30 a share. A rise 
in volume, which has farther to go percentage-wise in this 
country than in the foreign market, would moderately im- 
prove these respective figures. While under favorable 
conditions—as in 1929—profits on copper may run to a high 
percentage of gross revenues that is normal for extractive 
industries since depletion must be reckoned with Kennecott’s 
return On its investment in the top year was around 15 
per cent. It would probably require 15-cent copper for 
it to earn around 10 per cent on present investment of 
$314,000,000. Last year’s profit was considerably less than 
2 per cent on the investment. 


World Competition 


For intelligent investment or speculation in Kennecott it 
is pertinent to examine not only the basic elements of the 
company’s position and the course of its continuing develop- 
ment, but the evolution of copper as a world industry— 
for in this there is nothing fixed and immutable, and what 
once was will not necessarily or even probably be again. 

This generation has produced major shifts in the copper 
world. For years up to and through the war the United 
States was by a long shot the kingpin in world production 
of copper. It reached the crest of this dominance in the 
last year of the war, 1918, when it accounted for approxi- 
mately 75 per cent of the world’s copper output. As com- 
pared with our production of 969,000 tons, the rest of 
the world produced only 542,000 tons. In that year Chile 
produced only 118,000 tons and Africa only 34,000 
tons. 

Thus we long had not only the biggest production, the 
biggest domestic market and the lion’s share of the world 
market, but were able to export copper on virtually our 
own terms. 


this home of copper overtook our exports for the first tume 
and American copper men began to have nightmares in 
which Africa was the chief hobgoblin—Africa with im 
measurable deposits of copper ore near the surface, ore run: 
ning to 4 per cent copper and upward as against 1 to a bit 
over 2 per cent for most American-owned mines, cheap 
native labor and so on. 

And so domestic copper yelled for help, with Phelps 
Dodge—having no foreign production—yelling the loudest; 
and Congress slapped on a 4-cent tariff in June, 1932. 


Domestic and Foreign Markets 


Which brings us to the situation in which the major 
domestic mines can supply the present protected domestic 
market by operating at only 20 to 30 per cent of capacity 
and will probably never again achieve sustained capacity 
operations unless and until American consumption not only 
recovers to the 1929 level but goes substantially above it. 

If that were the whole story, Kennecott’s outlook would 
be considerably less promising than it appears to be, but it 
is in the fortunate position of being able to play both ends 
against the middle, since, like Anaconda, it owns both 
American and South American mines. Thus it can and does 
sell its domestic copper in our protected market, while with 
copper from its low-cost Braden property in Chile it par- 
ticipates in the world market. 

For the early future the world price has more bearing on 
Kennecott’s profits than the domestic price; and in deter 
mining the world price Africa must be reckoned with. One 
African producer recently stated he considered present prices 
high enough, since they yield his company a profit of from 
£15 to £20 per long ton—or up to 4.4 cents a pound net on 
8.8 cent copper—and since higher prices would undesirably 
stimulate production from high cost mines. This, it need hardly 
be said, gives American producers something to think about. 

Reflecting the shift in world markets, Kennecott’s major 
operations shifted during the depression years to the Braden 
mine in Chile. Thus Braden last year produced 253,847,000 
pounds of copper, as compared with only 78,787,000 pounds 
by the Utah Copper subsidiary and 60,588,000 pounds by 
the Nevada, Arizona and New Mexico properties. While 
Kennecott does not issue separate reports for Braden, it 
unquestionably is supplying the 
greater part of the corporation's 








Today the position is radically 
different. Foreign production, no- 
tably in Africa and South Amer- 
ica, has greatly increased and is 


far larger than the curtailed output 18 
of mines in the United States. For- 16 
eign consumption of copper, which 14 
long lagged behind American con- 212 
sumption, has now overtaken it and = 
will probably continue to exceed < 

it in future even if and when we =. 
recover normal domestic consump- : * 
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ments. That it has an underlying ‘ 
economic base is strongly indicated 

by the fact that in depression for- » 
eign consumption declined only 27 I 68 
per cent from the 1929 level, as — 
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recovery trend before the present 
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profits today. 

In 1929 Braden produced 176, 
325,000 pounds of copper, as com 
pared with 296,625,000 by the 
ees os Utah properties at Bingham 

Canon. In that year the rich Utah 
hill, second largest copper ore body 
in the world, grossed $49,681,000 
and carried $33,660,000 of this, or 
more than 67 per cent, to net prof: 
it, which meant that Utah in that 
year accounted for less than half of 
Kennecott’s gross sales but for 
more than 63 per cent of its total 
profit. 

The history of Kennecott, like 
that of most great corporations, has 
many roots. One root, from which 
the corporation’s name derives, goes 
back to the once amazingly rich 
ore bodies around Kennecott, Alas’ 
ka, where the old Kennecott Mines 
Co., operated the Bonanza and 
Jumbo mines on ores ranging from 
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If Sanity Prevails 


The Problem of Holding Company 
Regulation Can Be Solved—Tens 
of Thousands Can Be Employed— 
All Business Can Be Stimulated 


HE time has arrived in the utility controversy for 

moderate, sober and patriotic men to reach a sane 

solution. Hundreds of millions of dollars of idle 
capital in this industry are but awaiting the removal of 
government threats of duplication and the passage of a 
strict but reasonable and non-destructive holding com- 
pany regulatory bill to commence its vitalizing expendi- 
ture and consequent rehabilitation of the nation’s economic 
structure. 

Tens of thousands of men in the heavy goods industry 
are praying for work and economic freedom. Tens of 
thousands of men can be employed in utility construction 
if sanity will but prevail in the solution of the problem. 
Surely the haters and punitive boys have occupied the stage 
long enough. Venom and calumny have had their full day. 
Let us give a little time to constructive effort so that work— 
not debate—may become the order of the day. 

Congress meets in January and the whole problem can be 
solved without the long travail of litigation and continued 
unemployment by the passage of a reasonable bill. The present 
holding company law, either as to those companies which regis- 
tered or those which sought relief against its provisions in 
the court, is destructive of initiative and expansion. Take 
for example the death sentence provision. In its essence 
it provides that any company owning more than one system 
located in different parts of the country, no matter how 
small such systems may be, must at the uncontrolled discre- 
tion of a Federal commission, prepare to dispose of all but 
one of such systems shortly after January 1, 1938. What 
sane holding company official can afford under such circum- 
stances to expend capital funds on the expansion of such 
properties when he knows that their disposition will occur in 
a market glutted by similar forced sales. 

What possible logic except the logic of destruction can 
be urged as to why a holding company should not hold 
more than one system? It occurs to me that it has no more 
constitutional, economic or social base than to say that 
President Roosevelt should not be permitted to own one 
landed estate in New York and another in Georgia. As 
a matter of fact, the widespread creation of tenant farm- 
ing through the scattered ownership of lands by eastern 
capital is infinitely more deleterious socially than can 
possibly be the ownership by industrial and utility com- 
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panies of labor employing plants in various parts of the 
country. 

Likewise, the provisions of the law which give to a 
Federal commission the power to redistribute the voting 
rights of stockholders to decide what properties a company 
may own, sell or acquire, the uncontrolled discretion over the 
payment of dividends and the declared and arbitrary power 
granted over every phase of the business inevitably lead to 
stagnation and destruction of initiative. 

If the people of this country who are interested in its 
economic recovery and who are un-allured by the European 
concept of public ownership and control will but assert 
themselves, the Congress of the United States in January 
can pass an act which will correct all alleged past abuses in 
this industry and prevent their recurrence in the future, 
without at the same time throwing this great industry into 
a state of chaos with its almost indeterminable adverse effect 
upon the economic recovery of the country. 


One of a Series of Guest Editorials by Leading Men of Industry 
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ife Insurance Looks Ahead 


How Has It Come Through the Depression? 
What Will Be the Effect of Social Security 


Program and Low Interest Rates on Its Future? 


By James A. FuLToN 
President, Home Life Insurance Co. of New York. 


HILE all of us are primarily 

interested in our own business, 

we have a secondary interest 
in other lines because we realize the 
inter-dependence of business and how 
directly we are affected by develop- 
ments and trends in industries other 
than our own. 

We in the life insurance business 
watch with satisfaction the recovery 
of the automobile industry, the in- 
crease in building construction, and 
every other favorable development in 
all lines. We do this because we know 
that if the automobile business is good 
our business in Detroit and other cen- 
ters of this industry will also be good 
We know that if there is a definite 
upturn in the production of | steel 
we will promptly feel it in Pitts- 
burgh, Cleveland, and other _ steel 
centers. 

It is probably true, therefore, that 
people in other lines of business have 
some concern with what has happened 
and what is happening in the business 
of life insurance. 

First let us look at the adverse effects 
of the long years of the depression. 

There have been some failures among 
life insurance companies. In the main 
the failures represented companies 
that were not of great importance and the amount of 
business involved as related to the total of life insurance 
was almost negligible. Even with most of the small number 
of companies that did fail, the loss to policyholders has 
been relatively small. 

What have been the adverse effects of the depression on 
the great group of companies? They could be divided 
mainly into four classes: 

First: There have been capital losses. In some cases 
bonds have defaulted, wth substantial loss to the holders of 
the bonds. Real estate has been acquired through foreclo- 
sure with a resultant temporary loss in income but in most 
cases with small probability of eventual loss of capital. 
Conservative life insurance companies are absorbing these 
losses as they present themselves and the basic structure of 
the predominant part of American life insurance is being 
kept sound. 
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Second: Increased mortality. The 
depression has produced its casualties 
among people as well as among financial 
institutions. Under the strain and ten- 
sion of the last few years, men have 
cracked mentally and physically with 
a resulting death rate higher than is 
normal. This has at no time produced 
any serious problem, however, and the 
condition is currently distinctly im- 
proved. While we shall for some time 
to come feel the results of these years 
of stress and strain in our death rate, 
the present relief which comes with 
improved conditions is making itself 
felt. 

Third: A decrease in the volume of 
new transactions and of business in 
force. The remarkable thing is that the 
decrease has been so relatively small. 
While at the bottom of the depression 
national income had shrunk something 
like 50 per cent, life insurance premium 
income had only decreased by 6 per 
cent, which means that in the face of 
the depression the American people 
were spending relatively twice what 
they had in the days of prosperity, for 
life insurance—4.5 per cent of their 
income in 1929 and 8.2 per cent in 





James A. FULTON 1933. Currently new business is sub- 


stantially improved and terminations 
of business in force are substantially reduced. 

Fourth: A decrease in net return on invested funds. This 
came about first by defaults in interest on invested funds. 
Unlike the other factors, the tendency toward a reduced 
effective interest rate has been accelerated rather than 
retarded during the recent period of recovery. The great 
amounts of capital dammed up, waiting for use, with the 
resultant competition and lowering of interest rates, the 
amounts of cash which have been held because of difficulty 
of investment, the refinancing of indebtedness both in the 
corporate and mortgage field at lower rates of interest have 
all tended to steadily reduce the net return which life 
insurance companies realize on their invested funds. This 
in turn has meant that they are unable to pay to their 
policyholders as high a return on those funds which under 
their contracts the company holds for them. This has meant 
some reduction in policy dividends but the companies have 
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ample margin to meet their con- 
tractual obligations and in most 
instances to still pay substantial 
dividends partly as a result of the 
excess interest earned over the 
amount assumed in the contracts. 
While it may be that we have 
before us a period of definitely 
lower interest rates, yet it would 
seem reasonable to suppose that if 
recovery is continued and substan- 
tial, it will bring with it a greater 
demand for capital and therefore 
a return to more normal interest 
rates. 


of our country.” 


“Life insurance has, with negligible 
exceptions, met the trials of the depres- 
sion and successfully overcome them. 
The unfavorable factors currently ex- 
isting are, in the main, being steadily 
reduced. The business as a whole looks 
forward confidently to a continuing and the 


increased participation in the building 


rent thinking this question of 
the Social Security legislation has 
been predominant, it is, after all, 
by no means the most important 
factor in the future of life insur- 


ance. 

Other factors, such as the future 
trend of interest rates, volume of 
new business, persistency of old 
business, and the soundness of 


nation’s financial structure 
will be the really determining 
elements. 


It would take a person with a 
great deal of temerity to predict 





One of the questions which in- lS 


at this time the future-trend of 





evitably arises when this query is 

put is, “What effect will the Social Security Act have 
upon the business of life insurance?” It unquestionably, 
in some degree, parallels the functions hitherto per- 
formed by life insurance. It is to be supposed that to some 
extent it will take the place of life insurance which might 
otherwise be taken. In the main, however, life insurance is 
purchased by those people who will not be satisfied with the 
bare subsistence which is provided under the Social Se- 
curity Act. To counteract any adverse effect upon the 
business of life insurance because of the Social Security Act 
there is the favorable factor which arises from the example 
which this legislation sets. It inevitably centers the attention 
of people on the necessity for income for their old age and 
for their dependence in case of premature death. It brings 
in to bold relief the inadequacy of the income provided 
under the Social Security Act for the ambitious men 
and women who form the great market for life insur- 
ance. It seems reasonable to assume that the stimulating 
effect of this factor will far more than overcome any ad- 
verse effect. 

To see how this may work we only have to look back at 
the effect of War Risk Insurance upon the sale of life insur- 
ance. At the time War Risk Insurance was projected there 
was considerable 


interest rates. We do know this, 
however: In the past we have had a succession of periods 
of abnormally low interest rates because of the lack of 
demand for capital and they have always been followed 
by a period of rising and higher interest rates. There 
is a great tendency to assume with each of these recurring 
periods of either rise or fall that the changed condition is 
to be permanent. It never has been so in the past. No change 
has been permanent. Just what there is in the present 
situation which would indicate that the trend towards ebb 
and flow in business expansion and consequently in the 
price paid for business capital will no longer obtain, has 
not been made clear and there is at least the probability 
that we shall again see the vigorous expansion of Amerj- 
can business and consequently a higher return on invested 
funds. 

The question of new life insurance business is not a matter 
of guess work. Business for the past two years has been sub- 
stantially better than it was during the low years of the 
depression and there seems to be every prospect that there 
will be continued improvement. 

Even more noticeable than the increase in new business 
is the decrease in the terminations of old business. Because 
of an intensified appreciation of the value of life insurance, 
plus an increased 
ability to con- 





apprehension as 
to whether it 
might not  fur- 
nish protection 100 
to a large group 


LIFE INSURANCE SOLD 


NEW BUSINESS BY MONTHS 


tinue to pay pre- 
miums, there has 
been a marked 
decrease in the 
number of people 





of people who 
might otherwise 
be prospects for 
th e_ individual 
companies. No 
one who _ looks 
back at it doubts | 
that the net result | 
of the endorse- | 
ment of life insur- 15 500 ORDINARY LIFE’ 
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the War Risk In- 
surance Act was 
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and that it was a 
distinct factor in 200 
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who are dropping 
their present in- 
surance. 
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Today—and 1929 


A Comparison of Today’s Markets and the Conditions Sur- 
rounding Them with Those at the Peak of the Last Boom 


By J. S. WitiraMs 


E had a bull market in 1929; we have a bull mar- 
ket now. We had a devastating crash in 1929; 
are we subject to another such denouement, and 
is it near or remote? There are some striking similarities 
between conditions then and conditions as they exist today— 
but some equally striking differences. For example, there 
is now the same disposition for the stock market to discount 
the future far in advance, the same tendency to ignore 
unfavorable aspects in the business and political picture, and 
the same willingness to pay big prices on a “times-earnings” 
basis. On the other hand, in 1928 and 1929 we did not 
have a government committed to a price-raising policy; nor 
a government which would tinker with its own and other 
people’s currency on the say-so of young economic theorists; 
neither a government spending money like a drunken sailor 
and which was deliberately forcing money rates to new 
record lows. Yes, conditions are the same; but also notably 
not the same. 

The biggest indictment of the 1929 bull market—arrived 
at, of course, by hindsight—is that stocks were not selling 
on their current earning power, but that they discounted 
increasing earnings two, three, or more years ahead. Yet 
this was not as universally true as the majority of us 





and General Electric 
Among Issues Passing Best 
Previous Marks. 





an earnings basis in 1929, look at the number of those 
self-same stocks which are higher today. Columbia Gas, 
selling today at thirty-one times estimated 1935 earnings 
could be bought close to the peak of the last bull market for 
thirty times, Corn Products thirty-two times now against 
twenty times then, General Electric forty-five times now 
compared with forty-four times then. Johns-Manville was 
high on an earnings basis in 1929, but is higher today; so 
is Otis Elevator, Timken Roller Bearing and U. S. Gypsum. 

It may be contended, of course, that the bull market 
which culminated so disastrously in 1929 had been under 
way for seven years and that many stocks were selling high 
on the basis of record earnings. In other words, that it is 
extremely hazardous to violate a conservative price-earnings’ 
ratio when a bull market had been running as long as that 
one, but that much greater optimism is justified when busi- 
ness is depressed. There is much to say for this point of 
view; it must not be forgotten, however, that the present 
bull market has been under way more than three years and 
few, indeed, are the bull markets of the past that have 
lasted even this long. 

No, the trouble in 1929 was not that stocks, ipso facto, 
were selling at absurdly high prices, but that the market 
failed to foresee the imminence of what turned out to be 
the greatest depression the world has experienced in modern 
times. It did not foresee that the cracking of the credit 
structure in Austria would spread to Germany and other 
countries, that this would engender a “run” on London, 
that England would be forced off gold and carry half the 
world with her, and that, finally, the world would join the 
United States in becoming economically nationalistic and 
proceed to stifle world trade with every power at its 
command. 

It was the failure to foresee all this that made the stock mar- 
ket so terrifically high in 1929; if matters had gone along as 
most expected, the price of twenty or even thirty times annual 
earnings at which many stocks were selling in all probability 

would have proven 








Pools and the 
Buying . 





today seem to think. While some stocks were very high 
on the basis of earnings and return in 1929, the stocks 
of many of our best com- 

panies were not ridicu- 

lously out of line with 

what past experience told STOCK PRICES SOAR 
was reasonable. A glance 

at the accom pa er n g T0 NEW HIGH RECORDS 
table will show that even 

as close to the crash as DESPITE 154 MONEY 
September, 1929, Atchi- pie ae 

son could be bought for Steel 

thirteen times the year’s ” 

earnings, that Bethlehem 

Steel was appraised at 

only twelve times, Gen- 

eral Motors at fourteen 

times and Pennsylvania 

Railroad at twelve times. 

Even on the old hoary 

ten-times rule, for com- 

panies of this caliber, 

such an appraisal was not 

an absurdity. In any 

event there was certainly no call for 

the “adjustment” that actually took place 

if the old-times earnings rule had any 
validity at all. 
As for stocks which were high on 
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«ex oPRICES OF STOGKS CRASH 
IN HEAVY LIQUIDATION; | ‘cr 
TOTAL DROP OF BILLIONS 


PAPER LOSS $4,000,000 


justified. However, 
matters did not go 
along as expected 
and the result was 

plummet-like 


we are all familiar. 

Reasoning in the 
same way on to 
day’s market, it 
would seem that 
one cannot take the 
attitude just be- 
cause stocks are 








1929 Headlines from 
the New York Times— 
(left) July 3; (right) October 24 
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were many such sharp declines in the last bull market, the 
one in the spring of 1926 being particularly severe. But to 
argue that we are about to experience an aftermath similar 
to that of 1929 just because stocks are as high or even 
higher in relation to earning power than they were then 
is to ignore the difference in the fundamentals forming the 
base of the two markets. 

There is another great distinction between the situation 
as it existed in 1929 and the situation as it exists today; it 
is to be found in the matter of money rates. In 1929, one 
could obtain between 4 per cent and 5 per cent on prime 
bonds and between 5 and 6 per cent on sound issues. In 
view of this, there was something obviously rather fantastic 
in the purchase of a stock yielding 2 or 3 per cent and bor- 
rowing three-quarters of the money to do it, paying there- 
fore at the rate of 10, 12, 15 per cent, or even more. 

Take the situation today: call money is 3% per cent per 
annum, while prime bonds cannot be obtained on a basis 
materially better than 3 per cent. Under these conditions 
to purchase the stock of some company in a favorable posi- 
tion to yield 2 per cent or 3 per cent is a horse of quite a 
different color. The return from stocks today may be low— 
is, indeed, low compared with what past experience shows 
to be the average hire of money—but it certainly is not 
fantastically low in relation to what it is possible to obtain 
through other investment mediums. 

The old ten-times-earnings rule was based on the thought 
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a market as exists the past. This is 
today, admittedly — aca Sa sR not to contend 
high in itself, is that one is justi- 
vulnerable to sharp set-backs from time to time. There fied in maintaining a hard-and-fast rule of twenty-times, 


but only that a reasonable case can be built up for capitaliz- 
ing earnings today at a higher rate than in the past. 

Another important difference between fundamental con- 
ditions as they existed during the late-lamented bull market 
and those that exist currently is to be found in the relative 
floating supply of securities. During 1928 and 1929, the 
whole country was stock market conscious. Boot-blacks 
discoursed learnedly upon the fundamental soundness of the 
situation, cooks told their employers how much they had 
made the day before, and then quit, barbers interspersed 
market tips between snips of their scissors. The public was 
in the market; no mistake about that. Moreover, the public 
was in the market on margin as attested by the huge vol- 
ume of loans on securities. Yet, the public was not really 
buying stocks; it was trading in quotations merely, in the 
hope of a quick profit. 

In the meantime, business was ramming immense quanti- 
ties of new issues down the throats of the amateur specula- 
tors. No wonder that after a while their stomachs revolted. 
Today’s conditions are quite different. For practical pur- 
poses there have been no new securities issued for five years. 
The recent activity on the part of houses of issue represents 
virtually in its entirety refunding operations; moreover, re- 
funding operations covering the highest grade of bond. 
Thus, for five years now the securities which were in exist- 
ence in 1929 have been gradually settling down until today 

(Please turn to page 294) 
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Companies Which Should Benefit 
By Next Year’s Building Recovery 


Great Increase in Residential Construction Will 
Mean Large Profits to Favorably Situated Companies 


By StaNnitey Devin 


S pointed out in 
A the preceding is- 

sue of THE 
MacaZINE OF WALL 
STREET, in an article 
entitled “Building Boom 
Hinges on Private Lend- 
ers” a revival of home 
building of veritable 
boom proportions looms 
on the horizon of 1936. 
While admittedly the 
outlook for the heavy 
type of construction 
such as office buildings 
is not particularly san- 
guine, in the light of 
the fact that office space 
is still 26 per cent va- 
cant, conditions have 
not been as propitious 
for a marked revival in 
residential construction 
since the culmination of 
the last boom in 1925. The need for new homes is great; 
the means to finance their erection have been made easily 
available; and the possibility that as many as 500,000 new 
homes may be built next year is strongly supported by the 
evidence at hand. 

Remember, in the first place, that residential building all but 
ceased during the depression years. During this time there 
was much doubling up among families, wh’‘le many others 
took advantage of low rentals'and postponed buying. A 
large number of homes were destroyed in one way or an- 
other, fire losses alone eliminating, in 1934, more houses 
than were built in that year. Meanwhile, the population of 
the United States has been increasing at the rate of about 
half a million families yearly. As a result of this combina- 
tion of circumstances, it is calculated that only 4 per cent 
of all dwellings are vacant at the present time, while in 
many cities vacancies are 2 per cent or lower, as against a 
normal of 5 to 10 per cent. 

Secondly, and of equal importance, is the improvement 
in public purchasing power. The favorable implications of 
a housing shortage are without significance unless it can be 
shown also that there is an increasing willingness and ability 
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on the part of the pub- 
lic to buy new homes. 
That there has been a 
decided gain in public 
purchasing power, there 
can be little doubt. In- 
creased employment and 
better salaries and 
wages have done much 
to restore the ability of 
the public to replenish 
their essential wants, 
long deferred. The psy- 
chological factor of 
greater confidence is 
likewise an important 
one. For confirmation, 
it is only necessary to 
observe the figures cov- 
ering automobile and 
retail sales. 

Further, the 1936 
building prospect is fa’ 
vored by the gradual 
narrowing of the gap in the relationship between building 
costs and rents. Since 1933, building costs have been fairly 
stable at abcut 75 per cent of the 1926 level. Rents on the 
other hand have risen steadily and are now some 15 per cent 
higher than the low point reached in 1933. Moreover, im- 
portant forward strides have been made in building tech- 
nique and the prospective purchaser of a home today is 
offered a much more comfortable and durable house for 
his money than could have been bought five or six years 
ago. Lastly, aided by the efforts of the Federal Housing 
Administration, the financing of a new home or the modern’ 
ization of an old one has been made much less costly and 
complicated. 

During the past year, the improvement in residential 
construction has been one of the most hopeful events, as 
have the very substantial gains made in the outlays for 
modernization, repairs and new home equipment. Yet the 
probable expenditure of about $500,000,000 for new hous- 
ing in 1935 is calculated to be sufficient for only 60,000 
tamilies, or only about 12 per cent of the net annual increase 
in family population. 

From these salient factors it is safe to conclude that the 


THE MAGAZINE OF WALL STREET 





TF = re A OPflUree OO ellClClUrPlC UCU 


sui 
in 
the 


me 
rec 
me 


sug 


esti 
con 
fac 


for 





it 


pub- 
mes. 
na 
iblic 
here 
In- 
and 
and 
yuch 
y of 
nish 
nts, 
psy’ 
of 


tant 
ion, 
y to 
COV’ 
and 


936 
- fa- 
jual 
ling 
irly 
the 


sent 


och- 
y is 

for 
ears 
sing 
orn’ 
and 


tial 


for 
the 
Dus’ 
000 
>ase 


the 
ET 








stage is set for a marked increase in residential construction 
during the coming year. Further, actual building activities 
should continue to be augmented by a sizable volume of 
renovating and repair business. No other factor in the 
business prospect for 1936 promises to have such a sweeping 
effect upon other industries and businesses. Building revival 
would filter through the entire economic structure of the 
nation. In this discussion, however, we are concerned pri- 
marily with the investment opportunities offered by those 
companies directly associated with, and mainly dependent 
upon, the building industry. 


American Radiator 


Foremost among the companies which promise to be im- 
portant beneficiaries of a building revival is American Radia- 
tor & Standard Sanitary Corp., the leading manufacturer 
of heating apparatus and plumbing supplies. More recently 
the company has entered the air-conditioning field with a unit 
suitable for small homes and it is closely associated with most 
of the leading manufacturers of oil burners, supplying the 
necessary boiler equipment. The company is extensively 
represented abroad and foreign business in recent years has 
been more active than domestic. Despite the fact that last 
year was the first since 1930 that the company was able 
to earn anything for the common stock, its well entrenched 
financial position enabled it to weather the depression in 
a very satisfactory manner. Preferred dividends were con- 
tinued without interruption and at the end of 1934, net 
working capital stood at nearly $54,000,000 and cash of 
$20,849,000 was more than three times greater than current 
habilities. In addition to $10,000,000 41% per cent de- 
bentures, capitalization is made 


products account for only about 20 per cent of the com- 
pany’s normal volume, increased building demand would 
add materially to their importance. Other products include 
valves, fittings and appliances for conveying and controlling 
steam, water, gas, oil and other liquids and gases; heating 
apparatus, pumps, tools and cast iron heating boilers. Crane 
products are not patented, but have relied for many years 
upon their reputation for quality to maintain their compe- 
titive foothold. Last year, for the first time since 1930, 
operations showed a profit, the total of $1,021,543 being 
equal to $7 a share on the preferred stock. Despite three 
successive years of losses, finances have been adequately 
safeguarded, cash alone at the end of last year being up- 
wards of $10,000,000, or nearly equal to $10,778,000 5 
per cent notes, due 1940, while the ratio of current assets 
to current liabilities stood at nearly 9 to 1. Dividends on the 
145,889 shares of 7 per cent preferred stock were resumed this 
year and payments have been made at the rate of $1 quar- 
terly. Unpaid accumulations on the senior issue total some 
$3,000,000. In any revival of the company’s earnings these 
back dividends could be readily liquidated without placing 
any undue strain on working capital. The 2,348,628 shares 
of common stock, while admittedly speculative and without 
early dividend prospects, commend themselves to considera- 
tion for longer term commitments. 


Holland Furnace 


Holland Furnace Co. is credited with being the largest 
manufacturer and distributor of warm-air furnaces and 
the company has also developed air-cooling and conditioning 
units used in conjunction with its furnaces. The company’s 

earnings have already shown 
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the fiscal year ended March 
31, last, were equal to 85 cents 
a share on the common stock 
and for the six months to 
September 30, last, net income 
was equal to $1.02 a share, 
profits in the September quar- 
ter alone rising to $1.40 a 
share. Unusual advertising 
expenses in the preceding quar- 


deficit of $144,250. Funded 
debt of about $2,000,000 due 
next year, is followed by 10,- 
715 shares of 7 per cent pre- 
ferred stock and 426,397 shares 
of common. The maturity 
next year presents no serious 
problem and it would require 
but little more than $200,000 
to liquidate back dividends of 
$19.25 on the preferred shares. 


a an eee: i ter, however, resulted in a 
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The company’s financial posi- 





near-term prospects, but as a 
medium for participation in 
recovery of a basic industry they possess sound speculative 
merit. The large number of shares outstanding, however, 
suggests gradual rather than spectacular price appreciation. 


Crane Co. 
While the leadership of American Radiator is firmly 


established, its two principal divisions encounter active 
competition. Crane Co., for example is an important manu- 
facturer of plumbing and sanitary supplies and while these 
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tion is comfortable. Recently 
quoted as 30, the common would appear to have better-than- 
average speculative possibilities, with the important advan- 
tage that in a period of rising earnings per-share results 
would gain rapidly due to the comparatively small amount 
of stock outstanding. 


Minneapolis-Honeywell 


Further progress in residential building and home modern 
ization will inevitably redound to the benefit of Minneapolis- 
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Honeywell Regulator Co. Indeed, the company’s earnings 
have already shown remarkable recovery and it was one of 
the very few organizations identified with the building 
industry which escaped unprofitable operations during the 
depression. Minneapolis-Honeywell is rated a leading manu- 
facturer of automatic heat-regulating and temperature-con- 
trolling devices on various types of oil and gas heating 
systems for both domestic and industrial uce. Research and 
development work have added a number of new products 
to the company’s line and it is likewise represented in air- 
conditioning with 


integrated unit able to effect important savings in its pro- 
duction costs. Although the company was able to avoid 
operating losses during the depression, earnings in 1932 
were not quite sufficient to cover preferred dividends. 
Profitable operations, however, materialized rapidly with the 
lifting of depression influences in 1933 and in that year the 
company reported the equivalent of $3.54 a share earned 
on the common stock, followed by $5.29 a share in the 
1934 fiscal year. In the fiscal year ended August 31, last, 
net income was equal to $6.18 a share on the common, with 

sales registering a 








suitable _regulat- 
ing equipment. 
Capitalization is 
moderate. Giving 
effect to the re- 


demption recent- pets 

ly of 5,000 shares nian Pe 

of the 6 per cent Amer. Radiator & Stan. 

preferred stock, Sanitary............. Nil 0.11 

the latter is now nn Nil Nil 

outstanding in the Holland Furnace........ Nil(A) — 0.85(b) 

amount of 18,273 Minneapolis-Honeywell 

shares, followed steal Co Baer ce *s8: 3:77. [4.69 

by 207,301 shares cone Pancnenagl Sei 3.54 5.29 

of common stock. Pittsburgh Plate Glass... 1.86 2.69 
National Lead........ -. 6.98 8.37 


For the first nine 
months this year, 


the company re- Johns-Manville........ : Nil 0.30 
ported sales of | ee ee 1.10 3.14 
WIND nas vs ck ow y anon 0.47 0.82 
$6,042,880 as 
compared with ts SNE. cask cece 1.00 1.35 
$3,564,135 in the National Gypsum....... 0.64 0.97 
same months a Reynolds Metals........ 1.51 1.71 
year ago while | 0.82 2.64 
nies "le this Int’l Cement............ Nil 1.04 
year totalled $1 ; General Electric........ 0.38 0.59 
> . . . 
057,826 as com: Westinghouse Elec...... Nil Nil 
pared with $551. Sears, Roebuck......... 2.13 3.35 
: Montgomery Ward...... 0.18 1.72 


959 in 1934. The 
latter amounts || 
were equal to 
$4.59 and $2.46 








Companies Which Should 
Benefit from Residential Building 


Devoe & Raynolds “A”... 3.78(F) 2.386(F) 


NF—Not available. (A) Year ended Mar. 31,’34. (h) Year ended Mar. 31, ’35. (c) 6 mos. to 
Sept. 30. * Including extras. (d) Year ended Aug. 31. (e) ist6 mos. (F) Year ended Nov. 30. 
(G) 40 weeks to Oct. 5. (H) Combined Preferred and Common. able 
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per share, respec- ad 
tively, for the 

common stock. Profits for the full current year may closely 
approximate $6 a share. Dividends on the common have 
been paid this year at the rate of 75 cents quarterly, plus 
quarterly extras of 25 cents. Recorded earnings and the 
promising 1936 prospect plus the company’s strong financial 
position clearly suggest the probability of a higher dividend 
and/or increased extras. Although a volatile issue market- 
wise, the shares combine investment qualities with possi- 
bilities for price appreciation to a substantial degree. 

The paint and varnish division of the building industry 
is an important industry in itself and embraces a number of 
leading industrial organizations. This division has already 
experienced the impulse of increased demand resulting from 
the enlarged volume of repairs and modernization, but 
there is ample room for considerable further upturn 


Paint and Glass Makers 


Although reputedly the largest company concentrating on 
| 


the manufacture of paints and varnishes, Sherwin- William 
Co. meets keen competition from a number of companies 
which manufacture paints and varnishes as a supplementary 
activity The industry, however, is singularly free fron 
cut-throat competitive tact Controlling its own sour 
of essential raw material Sherwin-Williams ts a completely 
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Belying its 
name, the Pittsburgh Plate Glass Co., in addition to being 
the largest maker of plate glass, is also the second largest 
manufacturer of paints and varnishes. The company is also 
acquiring considerable importance as a manufacturer of 
chemicals. Current earnings reports are not available, but 
important improvement over last year is foreshadowed by 
the recent declaration of $1 special dividend in addition to 
the regular quarterly payment of 50 cents. In 1932, the 
company suffered its first deficit in nearly fifty years, but 
profits in 1933 recovered briskly and the equivalent of 
$1.86 a share was shown on the 2,141,914 shares of capital 
stock which comprise the entire capitalization. Last year 
the shares earned $2.69 each and for 1935 earnings may 
approach $3.50 a share. Although not undervalued around 
100, the company’s shares possess all the attributes of 4 
sound equity investment 


Vali nal Lead 


Both National Lead and Devoe & Raynolds Co. rank 
high am ne the leading manufacturer t paint ind painter 
uppli The earnings of the former have undergone per 
istent recovery, while those of Devoe & Raynolds has 
heer mewhat disappointing owing to rising costs and a 
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Timely Hints for the Bond Buyer 


Good Return with Adequate Safety Is a 


Combination Increasingly Hard to Find 


ages are now at record high 

levels and seldom has the inves- 
tor’s problem of obtaining a reasonable 
return on his money been more difh- 
cult. United States Government obliga- 
tions yield little better than 2!4%, 
while strictly high-grade corporate 
bonds return but 1% more. 

Yet, low as is this return, the indi- 
vidual who attempts to obtain one even 
moderately greater will find in many 
instances that he is being asked to make 
a serious compromise with the question 
of safety. In times prior to the present 
abnormally easy money market, there 
were great numbers of sound bonds sell- 
ing at prices to yield up to 2% more 
than the very best. But today the sound 
bond upon which the return is reason- 
able according to past standards ra- 
pidly is becoming as extinct as the dodo. 
The most obvious cause of the condi- 
tion is the huge amount of capital seek- 
ing investment; during 


R EPRESENTATIVE bond aver- 


By Warp GATES 


the back of his mind needs to keep the 
keenest of weather eyes on the business 
picture in general and upon his specific 
companies in particular. 

So far as the high-grade bond mar- 
ket is concerned, it is more than prob- 
able that it would be even higher than 
it is now if the great surplus of invest- 
ment funds were the only factor to take 
into consideration. It is, however, im- 
possible to doubt that fear of inflation- 
or fear of a loss of purchasing power 
in principal and interest which would 
result from rising prices, as some would 
prefer to state the case—has had some 
influence upon high-grade bonds. Such 
influence is tending to hold them lower 
in price than they would otherwise be. 

Thus, in the present situation we 
have inflationary fears as something of 
a deterrent to a further rise in the price 
of prime bonds and—possibly infla- 
tionary hopes would be the way to put 
it—acting to place lower-grade bonds 


above where they should be strictly on 
the basis of merit as it now exists. As 
has been said, any action taken on this 
reasoning is logical enough; the danger 
lies in carrying it to an extreme, or in 
not recognizing a change when it comes. 
Although never advocating the 
wholesale liquidation of high-grade 
bonds, for they have an important place 
in everyone’s portfolio regardless of con 
ditions, this publication for a long time 
now has been suggesting that the indi- 
vidual purchase bonds somewhat lower 
in quality than his usual standard. As 
yet, there is no reason to change this 
advice. A time, however, undoubtedly 
will arrive when high-grade bonds will 
be relatively cheaper for fixed-income 
needs than less well secured issues. This 
will come about either when the potency 
of business improvement has been over 
discounted, or when fears for a higher 
cost of living are less likely to be sub 
stantiated than the market believes. 
An excellent example, 
albeit much 
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Modern Civilization Rests on Steel 


American Tel. & Tel. 


The declaration the other day of the 
usual $2.25 quarterly dividend on the 
part of the American Telephone & 
Telegraph Co., of course, was expected. 
It does, however, call attention to the 
fact that the company’s $9-dividend, 
which it maintained without interrup- 
tion throughout the whole depression, 
is much less of a burden now than in 
the recent past. For the first eleven 
months of 1935 the Bell System gained 
more than 413,000 stations, compared 
with 286,000 for the corresponding 
period of 1934. This means improved 
earnings and, although the dividend 
will not be covered again this year, the 
discrepancy will be considerably re- 
duced. Aside from the expectation that 
there will be further gains in stations, 
American Tel & Tel. is planning large 
scale refundings and the interest and 
dividend savings that will result from 
the consummation of these plans also 
will be an important factor in bringing 
earnings up to the present rate of dis- 
bursements to stockholders. 


* 


Most of the liquor companies, Schen- 
ley in particular, will make excellent 
showings for the fourth quarter. It 
seems likely, however, that competition 
will grow still keener and in this con- 
nection the recently arranged treaty 
with Canada is of significance. 


* * & 


Western Union Dividend 
Believed Close 


With earnings of $3.95 for the first 
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For Profit 


ten months of the current year, the 
Western Union Telegraph Co. is ex- 
pected to show about $5 a share for 
the full year. For 1934 the company 
reported net income equivalent to only 
$2.15. With such earning power as is 
being displayed currently one might 
wonder why stockholders have received 
no distribution as yet. The probable 
reason is that the company has some 
$15,000,000 in bonds maturing next 
August and wishes to have itself in the 
best possible position to refund them. 
Even so, stockholders in all likelihood 
have not long to wait for at least a 
modest payment. 


* *# * 


Continental Can has just lost one of 
its executives to Owens-Illinois Glass. 
Assumptions are being made that the 
higgest manufacturer of glass containers 
in the United States is to go into the 
can business. Maybe. 


* * * 


With bonds bumping all-time record 
high levels and money consequently 
easier than ever, one wonders where 
banks have managed to increase the 
earnings of their assets to justify the 
recent rise in bank stocks. Perhaps it 
reflects the rise in the general stock 
market and the better condition which 
now obtains for the majority of doubt- 
ful assets rather than that these institu- 
tions are doing well on their loans. 


* oe * 


There is a speculative interest in pub- 
lic utility holding company preferreds 
on the theory that it will not be long 
before the Supreme Court holds uncon- 
stitutional the Act that was intended 
to regulate them. American Power & 
Light, National Power & Light, Electric 
Power & Light and Electric Bond & 
Share are among the issues favored 
in this connection. 


* * * 


A Market Technicality 


Recent weakness in some of the high 
priced speculative leaders proved that 
effective support by sponsors is more 
dificult nowadays than under the old 
trading methods. This was demon- 
strated by the scarcity of bids at times 
on the way down, due to the lack of 
a support cushion in the nature of a 


large technical short position. Insiders 
in companies these days are taking few 
chances on being parties to a manipula- 
tive combination, and as a consequence 
the defense mechanism is not as potent 
against sudden selling waves, as for. 
merly. Should the public ever become 
too heavily committed to this market. 
and an outbreak of liquidation occur 
as the result of some disturbing news, 
the effect on quotations could be mighty 
unpleasant. 


* * & 


Growing enthusiasm for the Town: 
send Plan and the fact that the sol- 
diers’ bonus probably will be paid over 
the President’s veto has brought infla- 
tion to the fore again. This seems to be 
the clue to the renewed activity at ad- 
vancing prices in the gold stocks. 


x ok o* 
Real Estate Improves 


Buying of Equitable Building and 
U. S. Realty recently has been due to 
the improved renting outlook in the 
financial district along with the revival 
in the brokerage business. For several 
years brokers were cutting down space 
wherever possible, and the buildings, 
rather than lose tenants, were often 
willing to carry them along without 
lease renewals and at lower rates. The 
trend now is in the other direction, and 
it is expected that by next May a some: 
what higher level of rentals will prevail. 
Evidence of the turn for the better is to 
be found in the fact that the Equitable 
Building is now about 85 per cent 
occupied. 

* ® * 


With stocks of petroleum above 
ground the smallest in a decade, impor 
tant speculative opinion with regard to 
the oil shares is more confident than in 
a number of years. 


* * bd 
Taking Credit for Recovery 


It seems reasonably certain, judging 
from President Roosevelt's Georgia 
speech, that the speculative fraternity 
between now and election will have 
the advantage (?) of many pretty 
phrases in which the Chief Executive 
will “point with pride” to the manifold 
evidences of business revival. Whether 
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and Income 


the inevitable flood of Polyanna self- 
approval will be translated into higher 
stock prices is, of course, another ques- 
tion. But at least the Street will have 
an occasional grin with the President. 


* k Bo 
No Longer Cats and Dogs 


The recovery in the market has done 
remarkable things to the “worthless” 
securities many of the banks fell heir 
to about the time of the banking mora- 
torium. One evidence of this is in the 
disappearance from the Street of most 
of the blocks of stocks that for a long 
time were being hawked about in 
search of buyers. Thus, more than one 
bank has been taken off the ragged 
edge and restored to solid ground. And 
one can’t help wondering whether some 
of the bank examiners who were threat- 
ening bankers with all sorts of dire 
consequences for their “reckless” use of 
depositors’ funds, don’t feel a bit em- 
barrassed in the light of what has since 
transpired. That is, assuming there are 
bank examiners sufficiently soft boiled 
to be embarrassed. 


* * & 


Official admission that inflationary 
dangers exist is to be found in the 
recommendation of the advisory council 
to the governors of the Federal Reserve 
to “eliminate or at least greatly reduce 
the excess reserves now being carried by 
the system.” 


* bY * 


Used Car Problems 


One of the results of the earlier auto- 
mobile shows has been a minor conges- 
tion in the used car market. This, be- 
cause the average winter buyer is a new 
car consumer, while the buyer of second 
hand autos is more inclined to await the 
approach of open weather. The accu- 
mulation of used cars is not, however, 
really serious; and well posted authori- 
ties believe the situation will commence 
to right itself no later than February. 

the longer range outlook, plants 
producing the more popular models 
may have difficulty keeping up with 
the expected demand when the Spring 
season arrives. 


* * * 


There are some bold enough to pre- 


for DECEMBER 21, 1935 


dict that as soon as the utilities are 
again reasonably safe from the politi- 
cians, an increase will be voted in the 


Consolidated Gas dividend. 


* * * 


In the event of an old fashioned 
market in the railroad shares, New 
York Central would be the logical leader 
of the speculative group. It has the 
background of a former investment rat- 
ing, together with a territory that in- 
cludes some of the greatest industrial 
areas in the country. 


* 


Two factors that entered into the re 
cent decision against an increase in stec! 
prices were the belief that maintenance 
of the prevailing level would stimulate 
volume, and thus automatically reduce 
costs; and also that a higher schedule of 
prices would he followed at once by 
demands from the labor leaders for in- 
creased wages. 


* * * 


The changed attitude of the Street 
toward the rails is indicated by a will- 
ingness to accord Union Pacific an in- 
vestment rating, and to regard Atchison 
as a promising aspirant to that classi- 
fication. Pennsylvania’s record during 
the depression accounts for that stock’s 
presence in many conservative long-pul] 
portfolios. 


Among the highly speculative rails 
there are price discrepancies that would 





Wide World Photo 





scem to justify careful thought and in 
vestigation. Either the bonds, in many 
instances, are still much too low, or the 
stocks have advanced out of all propor 
tion to future prospects. 


* *k * 
Jones & Laughlin. 


If the plan outlined in a letter to the 
company’s stockholders goes through, 
the Jones & Laughlin expansion and 
renovation program will result in the 
largest “new money” financing since 
the passage of the Securities Act of 
1933. The proposal envisages the crea- 
tion of a $100,000,000 first mortgage. 
$40,000,000 of which would be offered 
to the public immediately and the bal- 
ance reserved for future use. The 
manner in which the money is to be em- 
ployed includes erecting a new $25, 
400,000 strip and sheet mill, replenish- 
ing working capital expended on a $5,- 
100,000 electrically-driven blooming 
mill, while $1,500,000 will go for addi- 
tions and improvements in the Aliquip- 
pa Works, and some $5,000,000 in out- 
standing bonds will be retired. In can- 
nection with its proposed program, 
Jones & Laughlin, which ranks as the 
fourth largest steel producer in the 
country, said: “The new mill heralds 
the long-anticipated entry of Jones & 
Laughlin into the production of strip 
and sheets. The decision to engage in 
this branch of steel manufacture was 
arrived at after a comprehensive study 
made over an extended period of all 
the major steel products and with the 
conclusion that strip and sheets best 
meet the need of the corporation’s re- 
quirements of increased consumer 
goods.” It will be remembered that not 


long ago the United States Steel Corp. 
announced a big expansion program, 
mostly in the lighter steels. From pres- 
ent indications it would seem that the 
heavy steels were never again expected 
to dominate the industry as they have 
in the past. 
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PACIFIC LIGHTING 








Earnings Up and Prospects Favorable 


Conservatively Managed Utility Offers 


Attractive Investment Possibilities 


By Francis C. FULLERTON 








S a generality investing in ff 
A the common stock of a pub} 
lic utility holding company 
is a none too safe business these 
days. As a further generality the 
gas division of the public utility 
industry is far less favorably situ- 
ated than the electric division. 

But generalities can be, and 
often are, most misleading; and so 
the above generalities would be as 
applied to the Pacific Lighting 
Corp. The name itself is mis- 





Revenues and Profits 


Gross Net 
SEO err $42,478,890 $7,242,044 
Ee 47,901,384 7,969,466 
| Ree 45,526,248 6,595,568 
ee 44,043,353 5,793,101 
1933..... 44,864,160 6,337,834 
1934..... : rer 43,549,689 5,562,485 
12 mos. up Sept. 30, ’34 48,011,680 7,693,448 


| ceding it. Leverage is one of the 
| best friends of the investor or 
|] speculator when gross earnings 
|} are rising, but has a kick like a 
| very vicious mule when the op- 
posite is true. 
| While weather is usually the 
chief variable in Pacific Lighting’s 
revenues and net income, it is, of 
course, not the only variable. 
Other important variables are 
rates and taxes; and less import: 
ant variables are number of met: 














leading, for this company is not 
primarily a lighting company; 
and, if it were realistically named, it 
would be called the “Pacific Natural 
Gas Heating Corp.” Its business in 
major degree is the sale of natural gas 
in a large territory of Southern Cali- 
fornia, and by far the greater part of 
the gas so sold is used to heat homes and 
commercial establishments. 

In the second place, although a hold- 
ing company, this is an integrated sys- 
tem, operating exclusively within the 
State of California. It is not the type 
of pyramided holding company that the 
punitive Public Utility Act—now being 
disputed in the Federal courts—was 
aimed at. In all probability it will be 
exempted by the S EC from compliance 
with the law; and, should it not be, it 
would have very little difficulty in 
complying. 

As for profits in gas, the fact is that 
this company has been making them 
with considerable regularity for many 
years and during the past year has 
shown an improvement in earnings that 
few electric companies could match. For 
the twelve months ended September 30, 
profit amounted to $4.05 per share of 
common stock, as compared with $2.37 
for the corresponding period a year ago, 
a gain of about 70%, and the best show- 
ing since 1930. 

With operating expenses higher for 
the period and taxes up by more than 
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15%, it need hardly be observed that 
a 70% improvement in net income for 
a public utility in a twelve-month per- 
iod is a phenomenal performance—a 
performance not to be explained by the 
general improvement in business, for 
this, of course, has amounted to far less 
than 70% during the past year or so. 
As it happens, the explanation is 
quite simple and improvement in gen- 
eral business activity has relatively 
little to do with it. Since the major 
share of Pacific Lighting’s business is 
sale of natural gas for heating residences 
and commercial establishments, it fol- 
lows that the chief variable it has to con- 
tend with is the Southern California 
weather. When California’s highly 
publicized weather is less balmy than 
it is supposed to be, the revenues of 
Pacific Lighting go up and vice versa. 
The weather was favorable to the 
company, if not to California, during 
the twelve months ended September 30. 
This advantage was supplemented by 
better general business conditions. As 
a result, gross revenues for the twelve 
months increased from $43,023,000 to 
$48,011,000, a gain of more than 11%. 
That a gain of some 11% in gross 
could produce a gain of 70% in net 
profit is explained by the leverage at- 
taching to the common stock as a result 
of the bonds and preferred stocks pre- 


ers in use and _ fluctuations in 
industrial demand for gas and 
electricity. 

Last year revenue from sale of gas to 
industries amounted to $5,076,735, out 
of total revenue of $43,549,000, and 
represented a gain of 25% over 1933. 
This is surplus gas, however, which is 
sold at a rate barely above the cost of 
the gas at the oil fields and under con: 
tracts which permit discontinuance of 
the service in the event that the domes 
tic and commercial load makes such ac’ 
tion necessary. 

The corporation’s sole stake in elec: 
tricity is through its Los Angeles Gas & 
Electric Co. This unit's gross from 
sales of industrial electricity last year 
was only $1,794,413, a gain of 6.4% 
for the year. Electric revenues from 
domestic, commercial and street lighting 
uses amounted to $6,114,385. 

Heating with natural gas is ideally 
adapted to the Southern California 
climate, the need for heat being inter: 
mittent, rather than sustained; and gas 
heat being capable of being quickly and 
conveniently turned on or off. Because 
of a heat content (1,100 BTU) far 
higher than manufactured gas, its cost 
of about 8.037 cents per 100 cubic feet 
to domestic and commercial customers 
is reasonable. 

The supplies of gas available to the 
company’s pipe lines tapping the major 
California oil fields are believed ade’ 
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quate for many years to come, but to 
insure against any interruption of the 
service the company maintains four gas 
manufacturing plants with a daily 
capacity of 134,260,000 cubic feet, the 
largest such plant being at Los An- 
geles. Any depletion of the natural 
yas supply would take place over a per- 
iod of years, giving the company ample 
time to enlarge its gas manufacturing 
capacity. Should this happen, however, 
costs would be materially higher and 
the company would be in a less advan- 
tageous position. 

‘About 95% of all heating in South- 
ern California is done with natural gas. 
The population of the territory has had 
an enormous growth over the past fif- 
teen years, gas revenues of Pacific 
Lighting having nearly quadrupled since 
1920, despite repeated rates cuts, some 
voluntary and others ordered by the 
State Railroad Commission. Only one 
year, 1932, saw a decline in number of 
meters in use, and that decline of about 
12,000 meters was promptly made up 
in 1933 and then followed by estab- 
lishment of a new high of 763,- 
328 meters at the close of last 
year and further gains in 1935. 

The company’s standard of 
measurement of the year’s 
weather is in terms of “degree 
days,” arrived at by multiplying 
the total drop by temperature 
degrees, under 65 degrees 
Fahrenheit, by the number of 
low temperature days. So 
measured, 1934 was the warm- 
est year in twenty years; and 
this chiefly accounted for the 
1934 decline in Pacific Light- 
ing’s earnings to $2.72 a share, 
as compared with $3.28 in 
1933, $3.03 in 1932, $3.57 in 
1931 and record high of $4.59 
in 1930. 

Indeed, each year of the past 
seven has been under the 
twenty-year average of 1,376 
“degree days,” 1929 having 
been closest to average with 
1,271 “degree days” and 1934 
the lowest with only 697 ‘“‘de- 
gree days.” It need hardly be 
said that this matter of “de- 


gree days” can not be forecast gs. 


by the company or anybody 
else. Unless there is a long- 
term trend to warmer weather 
in California — a problem in 
which this analyst does not profess to be 
versed—the law of averages should give 
Pacific Lighting a better break and its 
customers a worse break during the next 
several years, as indeed has been the 
case in the twelve months ended Sep- 
tember 30. 

For the genuine investor, of course, 
this uncertainty is minimized over a 
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period of years, average earnings and 
dividends since formation of the present 
corporation in 1907 having been quite 
satisfactory. 

Like the weather, taxation is also 
something about which nothing can be 
done. Last year it amounted to $6.03 
per meter in use, as compared with 
$5.78 in 1930 and only $4.38 in 1920. 
This year it has taken another big jump, 
amounting to $6,674,556 for the twelve 
months ended September 30, against 
$5,784,053 for the preceding compar- 
able period. Most of this latest in- 
crease, however, reflects larger revenues 
and profits. Moreover, taxation is an 
affliction common to all business and 
hence can scarcely affect in more than 
secondary degree the investor’s decision 
as to what he shall invest in. 

As to rates, Pacific Lighting, like all 
large utilities, has had its disagreements 
with the state regulatory authorities and 
no doubt will have them again from 
time to time, but, on the whole, expan- 
sion in sales has more than offset the 
temporary adverse effects of rates cuts 





Seal Beach Power Station of Los Angeles & Electric, 


a Pacific Lighting Subsidiary 


some voluntary and other compulsory. 

In the political sphere the corpora- 
tion’s chief headache has been, and con- 
tinues to be, in the relations of its Los 
Angeles Gas & Electric Co. with the 
City of Los Angeles, due to the fact 
that Los Angeles competes with it in 
electric power. The resultant litigation 
has been extensive, the city’s strategy 


being to contend that the company’s 
franchise permits it to sell gas and elec- 
tricity in Los Angeles only for lighting. 

So far as gas is concerned, such an 
attack is patently a bluff, since the com- 
pany’s gas facilities for heating, cooking 
and so on are indispensable to the good 
citizens of Los Angeles. But the fact of 
the matter is that the city wishes to pur- 
chase the electric facilities of Pacific 
Lighting, and its strategy of harrass- 
ment along every possible line fits into 
this objective. 

The electric properties are carried on 
the company’s books at $45,642,000 out 
of a total system investment of $265,- 
680,000. A representative of the com- 
pany recently forecast ultimate agree- 
ment between the corporation and the 
city on terms. Barring such agreement, 
the procedure will be for the city to 
condemn the property under the State 
Public Utilities Act, with compensation 
fixed by the Railroad Commission. The 
company, of course, can take recourse 
in the courts to obtain fair and reason- 
able payment for its property, and since 
it has long been a minor source 
of profits, relative to gas sales, 
disposition of facilities threat- 
ened by municipal electric 
operations will be no important 
loss and may be in the long run 
advantageous in simplifying the 
corporation’s operations and 
public relations. 

Through its president, C. O. 
G. Miller, the management of 
Pacific Lighting goes back, 
through a predecessor com- 
pany, for forty-nine years and 
has to its credit a notable rec- 
ord of financial conservatism 
and operating efficiency. 

Through five active subsidi- 
aries the Pacific Lighting sys- 
tem embraces 248 communities 
in 38,000 square miles of 
Southern California, with 
population in excess of 3,000,- 
000 people. It owns twenty 
field compressor stations, 200 
miles of gathering lines, 1,390 
miles of transmission lines, 10,- 
250 miles of distribution lines 
and now has in excess of 826,- 
000 connected meters. 

The Pacific Lighting capi- 
talization is conservative, con- 
sisting of $86,451,000 in 
funded debt, $25,223,000 in 
preferred stocks of subsidiaries, $19,- 
666,000 in parent company preferred 
stocks and 1,608,631 no-par value com- 
mon shares. 

During the past five or six years, aside 
from continuing improvements in physi- 
cal facilities, the company’s efforts have 
centered largely on simplifying its capi- 

(Please turn to page 297) 
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Through the Cascades 


ILL the railroads come back? 
Can they come back? 

These questions have been 
asked on all sides and often during the 
last six years—more particularly since 
railroad earnings reached their low 
levels in 1932. As recently as June 30, 
last, these queries were still in the air 
and even yet echoes of them may be 
heard. 

If an affirmative answer to both of 
the questions were not reasonably pos- 
sible, the outlook for the railroads, their 
securities and things in general in this 
country would be most discouraging. 
As this discussion progresses there 
should be a better understanding of 
the recovery in high-grade railroad 
bonds and some railroad stocks, and 
also why there should be further sub- 
stantial recovery in other railroad stocks 


and bonds. 
Watch the Earnings Trend 


In the meantime prospective buyers 
of this group of securities should fol- 
low closely the trend of railroad earn- 
ings and developments with respect to 
reorganization plans. The fact is that 
the railroads have been coming back 
as to earnings ever since early in 1933. 
The recovery has been pronounced in 
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Electric Engines Haul 107-Car Freight Trains 





Great Northern 
Comes Back 


Marked Upturn in Earnings, Pros- 
pect of Dividend and Strengthening 
of Capital Structure Combine to 
Brighten the Outlook for the Stock 


By Pierce H. Furtton 


the last six months. This has been true 
also with respect to prices for their 
securities. 

That there was good ground for de- 
spair in 1932 with regard to the rail- 
roads may be shown by a few figures. 
That in the last few months there has 
been less ground for even serious appre- 
hension may be demonstrated in the 
same way. 

For 1932 operating revenues of Class 
1 railroads were only $3,126,760,611 
against $6,111,735,511 in 1928 and 
$6,279,520,544 in 1929. Net loss after 
fixed charges for 1932 was $132,203,- 
821, compared with net income of 
$786,823,584 for 1928 and $896,806,- 
117 for 1929. 

Beginning with 1933, as already sug- 
gested, operating revenues showed some 
improvement, but it was slow and rather 
irregular. Net losses after fixed charges 
continued large. To show what a long, 
hard way the railroads have had to 
travel to get back to a fairly prosperous 
condition, it is only necessary to call 
attention to the fact that for the first 
six months of this year, more than two 
years after the improvement began, 
Class 1 railroads failed by $55,165,546 
to earn fixed charges. 

The best answer to the two questions 
at the head of this article is found in 


what has happened with respect to the 
trafic and earnings of the railroads 
during the second half of this year 
For July combined operating revenues 
were $275,349,116 and the net loss 
after fixed charges $15,999,856. Octo 
ber ordinarily is the peak month of 
the year for railroad earnings. It wa: 
this year. Operating revenues for that 
month further expanded to $341,017, 
864 from $275,349,116 no further back 
than for July. Net income after fixed 
charges for October reached $31,608, 
777 compared with the net loss of a 
little less than $16,000,000 for July. 


Great Northern in the Limelight 


The foregoing constitutes a birds-eye 
view of what has happened to the 
earnings of the railroads since the two 
boom years prior to the depression. In 
general, railroad executives look for the 
recent improvement to carry into the 
first three months of next year. Upon 
the extent to which railroad earnings 
improve during that period, and the 
three months following, will depend 
considerably whether various stocks are 
returned to the dividend paying class 
during the first half of 1936. 

But the chief purpose of this article 
is not to deal with the general railroad 
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situation but to call special attention to 
the position and the outlook of prob- 
ably the most talked-about railroad in 
recent months—the Great Northern. 
The almost phenomenal earnings rec- 
ord that it has made this year furnishes 
a particularly convincing answer to the 
questions with which this article began. 
Upon the further improvement in the 
earnings of this road, and various de- 
yelopments in connection with its af- 
fairs, will depend largely whether it 
gets back to the dividend paying class 
soon, in which it had such an enviable 
record for so many years. Both should 
be watched closely. 


What the Figures Show 


Here again official figures furnish the 
best background for the picture that 
will be briefly sketched. For 1928 
Great Northern had operating revenues 
of $126,737,091 and net income after 
fixed charges of $25,168,230, or over 
$10 a share. For 1929 the company 
made operating revenues of $125,932,- 
808 and net income of $25,668,551, 
again between $10 and $11 a share. 

Consider also the following figures, 
which furnish a vivid picture of what 
happened to the Great Northern and 
all the railroads of the United States, 
relatively, in the comparatively brief 
space of three years from the end of 
1929 to the end of 1932. Against op- 
erating revenues of nearly $126,000,000 
and net income of more than $25,600- 
000 for 1929, operating revenues of 
Great Northern for 1932 were only 
$55,549,236, a drop of $70,383,562. 
Compared with the net income of $25,- 
668,551 for 1929, there was a net loss 
after fixed charges of $13,405,439 for 
1932, a slump of $39,073,990. Putting 
it another way, Great Northern in 1932 
earned only about $5,500,000 toward 
fixed charges of over $18,000,000. 

The Great Northern was the same 
railroad in 1932 as in 1929. It had the 
same management. Its lines served the 
same territory that in that boom year 
yielded operating revenues over $70,- 
00,000 larger than for 1932. What 
was the reason for this tremendous 
change? The absence of traffic on any- 
thing like the same scale. It is still the 
same railroad in the same territory— 
that between St. Paul and the Coast. 

Per contra, the chief reason for the 
Improvement in operating revenues 
since that terribly black year 1932 has 
heen a gradual, substantial, but by no 
means complete, return of the volume 
of business enjoyed before the depres- 
sion. Operating revenues for 1935 are 
officially estimated at $80,000,000, still 
nearly $46,000,000 below 1929, but 
$24,550,000 above 1932. Net income 
atter fixed charges for this year is con- 
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servatively estimated by President 
Kenney at around $5,000,000, even 
without the Burlington dividend, which 
has just been declared. This is a decrease 
of over $20,000,000 from six years be- 
fore but in striking contrast with a net 
loss of $13,405,429 for 1932, actually 
a recovery of $18,405,429 in 3 years. 

Various factors have played a prom- 
inent part in the striking pick-up from 
this final result for 1932 to the estimated 
net income of at least $5,000,000 for 
this year. In spite of higher prices for 
materials and supplies and higher wages, 
the Great Northern in October had the 
surprisingly low operating ratio of 
45.9%. No railroad in the country hit 
anything like such a low figure. For 
1932 Great Northern's operating ratio 
was 82.2%, and even for 1934 it was 
as high as 68.7%. More scientific meth- 
ods of operation are officially declared 
to be the chief reason for the big de- 
cline in the operating ratio in recent 
months. 


What's Behind the Improvement? 


There are three outstanding and spe- 
cific reasons for the big pickup in Great 
Northern's operating revenues this year. 
They are a wheat crop estimated at 2/2 
times that of 1934; a big increase in 
ore tonnage on account of the corre- 
sponding increase in activity in the steel 
industry, and the exclusive haul, at good 
rates, of the great quantity of materials 
for what is known as the Fort Peck 
Dam, being constructed by the Federal 
Government in Montana, and which, it 
is claimed, will be the largest earth dam 
in the world. The work is supposed to 
go on for 2 or 3 years more. 

President W. P. Kenney, in discus- 
sing the position of the Great North- 
ern and its excellent earnings for this 
year with the writer recently, said that 
there had been a substantial pick-up in 
many other classifications of freight and 








he added with justifiable pride, “it 
should not be forgotten that the Great 
Northern is a good railroad. It has 
been well maintained and operated. It 
will be ready to handle economically 
the further expansion of traffic that we 
expect.” 

Its management has been actively at 

work for some months on a plan for 
refunding the general mortgage 7% 
bonds maturing July 1 next. The origi- 
nal issue was $115,000,000. During re- 
cent years this amount has been gradu- 
ally reduced by purchases, until now 
it stands at an even $100,000,000, the 
basis on which the refunding plan is 
going forward. 
- Briefly, that plan calls for an issue 
of $100,000,000 new general mortgage 
5% bonds and a reduction in the par 
value of the stock from $100 to no par 
value. The bonds are to be convertible 
into stock, one-half at 40 and the other 
half at 75. These prices will apply to 
each of the new general mortgage 5s. 
The bonds are to be offered, first to the 
stockholders. Those not taken in that 
way will be offered in exchange to the 
holders of the present 7s. Any balance 
not taken in either of these ways will 
be underwritten by a strong banking 
syndicate. 


Savings in Fixed Charges 


The difference in the rate of interest 
on the present 7s and the new 5s will 
affect a saving in interest at once of 
$2,000,000 a year. Conversion of one- 
half of the $100,000,000 new issue 
would further reduce fixed charges by 
$2,500,000. For 1934 total charges of 
Great Northern against income avail- 
able for that purpose were $20,014,307. 
Of this amount $18,816,883 represented 
interest on funded debt. With the 5% 
coupon in effect on the new bonds, in 
comparison with the 7% on the present 

(Please turn to page 292) 


The Empire Builder Leaving 
Minneapolis 
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Companies Entering the Profit Zone 


Selections from Among Those Companies to 


Whom Small Increases in Business Volume 


Will Mean Substantial Earnings Improvement 


Remington-Rand, Inc. 


The past year has witnessed changes 
in the affairs of Remington-Rand, Inc., 
distinctly favoring the resumption of 
common stock dividends in the near 
future—perhaps some time around the 
end of the company’s fiscal year, March 








Earnings Per Share 

lst6 mos. i1st6mos. Recent 
1935* 1934* Price Div. Yield 
$0.18 Nil. $20 None 

*To Sept. 30. 








31, next. Not only have the company’s 
earnings shown marked improvement, 
but changes recently effected in the 
capital structure resulted in the elimi- 
nation of all unpaid accumulated divi- 
dends on the two classes of preferred 
stock. 

Remington-Rand is a foremost manu- 
facturer of a widely diversified line of 
ofice equipment and appliances. Me- 
chanical products include typewriters, 
adding, accounting and billing machines, 
and these are understood to account for 
about half of the company’s earnings 
with the balance being contributed by 
all manner of filing and index systems, 
office furniture, library supplies, filing 
cabinets, safes and miscellaneous office 
equipment. The company does a large 
volume of export business and foreign 
sales, while estimated as one-third of 
gross, account for a proportionately 
greater share of earnings due to a 
higher margin of profit and lower selling 
and distribution costs abroad. 

Obviously, the nature of the com- 
pany’s business is such that volume fol- 
lows closely the trend general business 
and industrial activity. Thus from the 
peak reached in the 1929 fiscal year, 
sales dropped from some $64,000,000 to 
less than $23,000,000 in the 1932 fiscal 
year. Since then there has been a 
steady upturn and for the year ended 
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By Grorce W. Matuis 


last March sales showed a recovery of 
about $11,000,000 from the low point. 
In the current year sales have main- 
tained the pace set by general recovery. 
For the seven months to October 31, net 
earnings of $1,170,099 showed an in- 
crease of more than 100% over earn- 
ings for the same period of 1934. Both 
foreign and domestic business has in- 
creased but the gains in the latter have 
been the more impressive. 

Giving effect to the rearrangement in 
the capital structure, earlier this year, 
capitalization of Remington-Rand is 
comprised of $17,453,000 5'2% deben- 
tures, 175,394 shares of $25 par 5% 
prior preferred, 175,394 shares of $6 
preferred and 1,378,684 shares of com- 
mon stock. The management is under- 
stood to have under consideration a 
plan for the refunding of the deben- 
tures, a move which should result in an 
important savings in interest charges. 
With the present capital set-up, how- 
ever, considerable leverage is imparted 
to the common stock and in a period of 
recovery, per-share earnings would rise 
rapidly, once they have passed the point 
necessary to meet interest and preferred 
dividend requirements. The opposite, 
of course, is true when earnings are de- 
clining but the favorable side of this 
leverage fortunately may be emphasized 
at this time. 

The latest earnings report covers the 
six months to September 30, last. For 
this period the company reported net 
income available for the common equal 
to 18 cents a share, as compared with 
$1.59 a share on the $6 preferred stock 
in the same period a year ago. On the 
basis of this showing it is a safe pre- 
diction that earnings on the com- 
mon for the fiscal year ending next 
March will be materially better than 
the showing for the preceding per- 
iod when the shares earned 39 cents 
each. Rising earnings coupled with 
a comfortable financial position augur 
well for the early resumption of divi- 
dends on the junior issue. 


Although the biggest portion of the 
company’s business is now largely ona 
replacement basis, continuous research 
and refinements, as in the past, wil] 
doubtless open up new markets for the 
company’s products and while it is not 
possible to be particularly sanguine with 
respect to the foreign prospect, potential 
domestic demand is sufficient to mate 
rially enhance Remington-Rand’s earn- 
ing power over the next twelve months, 
or longer. While the shares, at 20, 
have gone a long way towards discount: 
ing immediate prospects, the company’s 
longer term outlook supplies an interest- 
ing speculative background. 


Westinghouse Air Brake 
Co. 


On several occasions during the past 
three years a revival of railway equip: 
ment buying has seemed imminent but 
the event has failed to materialize, not- 
withstanding the fact much of the rail- 
road rolling stock and equipment now 








Earnings Per Share 


lst 9mos. i1st 9 mos. Recent 
1935 1934 Price Div. Yield 
Nil. $0.07 $32 $0.50 16% 











in use is obsolete, in need of repair and 
barely adequate to move a subnormal 
volume of traffic. Severely hampered 
by mandatory wage increases, rising 
costs and the loss, almost beyond re 
covery, of important trafic to competing 
carriers, railroads have been hard 
pressed to make ends meet and have 
accepted practically the only alternative 
open to them—equipment maintenance 
and purchases have been deferred. It 
was discovered, however, only as fe’ 
cently as this past fall, that with weekly 
carloadings about 700,000 cars, existing 
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equipment was heavily taxed and in 
some sections of the country shortages 
were reported. Obviously, therefore, 
the railroads cannot look hopefully 
toward 1936 and further progress 
toward the restoration of more normal 
trafic, without giving serious considera- 
tion of their equipment needs. Already 
a number of roads have announced their 
intention of expending large sums for 
new equipment and repairs to old, in 
the near future. 

Regardless of whether rehabilitation 
of railroad equipment takes the form of 
repairs or new purchases, Westinghouse 
Air Brake promises to be an important 
beneficiary. The company is the lead- 
ing manufacturer of air brakes, air 
compressors, automatic couplers, etc. A 
subsidiary, the Union Switch & Signal 
Co., is an important manufacturer of 
signalling systems and railroad safety 
devices, while other subsidiaries operate 
in various European countries. The 
company manufactures the A-B brake, 
a comparatively new development cap- 
able of much greater braking efficiency, 
and specified by the American Associa- 
tion of Railroads as necessary equip- 
ment on all new freight cars. This is 
a factor of unquestionable potential im- 
portance. 

With a simple capital structure, large 
cash resources, and a sizable portfolio of 
income-producing investments, West- 
inghouse Air Brake was well fortified 
to weather the depression. Dividend 
payments have been maintained with- 
out interruption and despite the fact 
they have been progressively lowered, 
payments exceeded earnings by nearly 
$10,000,000 for the four-year period 
ending with 1934. Yet at the end of 
last year the company had nearly $20,- 
000,000 in cash and securities, while 
total current assets of $29,166,575 com- 
pared with current liabilities of only 
$1,192,474. The company has no 
funded debt or preferred stock, the 
3,172,110 shares of common comprising 
the entire capitalization. 

Recently the company proposed to 
reduce stated capital to $34,893,218 
from $47,581,661, half of the surplus 
thus created to be paid out in cash divi- 
dends and the balance to be retained as 
paid-in surplus. Dividends to be paid 
thus are equal to $2 a share and will be 
paid in quarterly portions of 25 cents 
each beginning on April 30, next. 

Earnings this year have reflected the 
dearth of equipment purchases and for 
the first nine months the company 
showed a net loss of $32,181, as com- 
pared with a profit equal to 7 cents a 
share in the same months a year ago. 
Next year, however, promises to be de- 
cidedly better. Giving effect to the 
building of 10,000 new cars by the 
Pennsylvania RR. recently announced, 
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total orders aggregating upwards of 
15,000 cars may be placed before the 
yearend. Further, reliable reports in- 
dicate that a number of Western roads 
are in the market and given any en- 
couragement by trafhc figures next 
year, railroad executives will undoubt- 
edly show increased willingness to make 
new purchases, or undertake extensive 
repair programs. All of which will 
mean greatly increased business for 
Westinghouse Air Brake. This im- 
proved prospect reflects itself in current 
quotations for the shares but its reali- 
zation would afford the basis for appre- 
ciably higher levels. 


Crucible Steel Co. of 


America 


Any consideration of Crucible Steel 
common at this time must recognize that 
the speculative emphasis is mainly on 
the company’s future prospects, with 
more immediate results significant 
largely because they should continue to 








Earnings Per Share* 


lst 6 mos. ist 6 mos. Recent 
1935 1934 Price Div. Yield 
$1.83 $2.85 $30 None 


*Earnings on Preferred. 








supply evidence that the company’s 
affairs are definitely on the mend. 

With an annual ingot capacity rated 
at less than 1% of United States Steel's, 
Crucible Steel is, nevertheless, an im- 
portant unit in the steel industry. The 
company is credited with being the larg- 
est manufacturer of high-speed and tool 
steels; it is one of the leading producers 
of crucible steels; and output includes 
a variety of alloy and special-purpose 
steels. Although the company gener- 
ally is regarded as a producer of heavy 
steel because of the high percentage of 
bars in its output, a large portion of this 
production eventually finds its way into 
many of the lighter forms of alloy steels. 
The principal outlets for the company’s 
products include tool and machinery 
makers, aviation, automobile, agricul- 
tural equipment, oil mining and house- 
hold equipment industries. Notwith- 
standing this freedom from dependence 
upon a single industry, in the three 
years prior to 1934, the company suf- 
fered losses aggregating about $6,000,- 
000. Preferred dividends were omitted 
early in 1932. The company, however, 
encountered no serious financial prob- 
lems, and a $2,000,000 bank loan made 
in 1931 has since been paid off. 

Last year, Crucible was able to show 
a modest profit after fixed charges, or 





the equivalent of 30 cents a share on the 
preferred shares. The improvement 
this year, however, promises to be more 
noteworthy. Although no quarterly 
statements are published, net income in 
the first half was equal to $1.83 a share 
on the 250,000 shares of 7% preferred 
stock outstanding. Favorable supposi- 
tions with respect to later earnings may 
be drawn from the recent announcement 
of a $1 dividend on the preferred, 
which coupled with a previous payment 
of 50 cents and the redemption of 
$2,500,000 of 5% debentures on No- 
vember 1, are a tangible measure of 
the company’s current progress. Ac- 
cording to official sources, the improved 
showing this year has been chiefly the 
result of the upturn in the machine 
tool and automobile industries. The 
oil industry has also been an important 
consumer of the company’s products, 
while such industries as the chemical, 
textile, railroad and electrical were re- 
garded as offering promise of increased 
business. Crucible also may be included 
among those companies which could be 
expected to benefit should the Govern- 
ment embark on a naval construction 
program. 

The company’s 450,000 shares of 
common stock are preceded by 250,000 
shares of preferred stock, on which 
there are accumulated back dividends 
of $24.75 a share, and funded debt 
totalling $10,000,000 after giving effect 
to the recent redemptions. At the mid- 
year, the company had current assets, 
including nearly $3,000,000 in cash,.of 
$18,260,589, while current liabilities 
were less than $2,500,000. 

Quite obviously the substantial ac- 
cumulation of preferred dividends re- 
moves the possibility of early dividend 
action on the common. Also it is likely 
that the management will continue to 
reduce the company’s funded debt. On 
the other hand, the company is strongly 
entrenched in a branch of the steel in- 
dustry which is regarded by many as 
having exceptional prospects for devel- 
opment in the years ahead, and for in- 
vestors in a position to acquire non- 
dividend issues for longer term holding, 
Crucible Steel common may well prove 
a profitable speculation. 


Hudson Motor Car Co. 


The opinion is practically unanimous 
that 1936 will be another big year of 
the automobile industry and the most 
conservative estimates have placed total 
output at 4,500,000 units. One of the 
most encouraging features of the pros- 
pect has been the extent to which public 
acceptance of new models, introduced 

(Please turn to page 291) 
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Cutting Down Your Income 


Tax 


What to Consider in Meeting the Problem t 
of Tax Selling As the Year End Approaches as 
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EARRANGEMENTS of taxes will be effected by arrang | th 
securities portfolios this | : ; | ing to have losses exceed profits sh 
year-end with an eye to Proportion of Gains or Losses | during the year by the fully un 

tax saving will involve few new | That Can Be Claimed permitted amount of $2,000. pn 
problems except to those who | Thus it appears that tax sales to qu 
might be faced next year with %o Number of Years Held | establish profits may sometimes me 
the higher rates on gifts, corpo- 100—Not more than one | be quite as advantageous as tax ing 
rate incomes, personal holding 80—More than one, but not more than two | selling to establish losses. Re 
companies, and surtax net in- — ee In- aplying the foregoing lar 
comes in excess of $50,000. | principle, one should bear in 65 
Other considerations equal, 40—More than five, but not more than ten | mind that the portion of gains the 
corporations and __ individuals 30—More than ten and losses returnable diminishes | 
who expect to be subject to the with the length of time the capi ga 
higher taxes next year and who Se —— ——— tal assets were held, as shown in fir 
contemplate making gifts or tak- the accompanying table which is ha 
ing profits on securities in the near fu- risk is slight in establishing profits, ex- aplicable to individuals, but not to cor- bu 
ture will effect some saving in taxes by cept where a large number of shares is _ porations. pa 
acting before January 1; but acceptance involved. du 
of losses on securities should be deferred After a decision based upon market Rearranging Portfolios th 
until next year. On the other hand, prospects and the outlook for interest mI 
corporations which look forward to slim and dividends has been reached as to With this schedule in mind it might It 


profits next year will fare better tax- 
wise by accepting losses on securities 
this year and postponing sales of securi- 
ties at a profit until after New Year's 
day. 

Generally speaking, the business out- 
look for next year and prospects for the 
securities of individual companies should 
be given greater weight than questions 
of tax saving in deciding what securities 
to sell before January 1 and which to 
hold beyond that date. 


Taking Profits 


In this connection, however, it should 
be noted that securities in which it is 
desired to establish a profit for income 
tax purposes may be sold and re-pur- 
chased immediately, at trifling expense, 
thereby establishing a higher base price 
for the future; whereas, under the so- 
called “wash sales” regulations, no loss 
can be claimed on the sale of a security 
if repurchased within 30 days before 
or after such sale. For this reason it 
is advisable to consider the risk of miss- 
ing the market before disposing of se- 
curities to establish losses; though such 
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which securities it would be best to hold 
for a while longer and which could be 
sold to establish profits or losses in the 
near future, the final elimination can 
generally be made for the individual 
investor by taking into consideration 
merely the size of his taxable income 
and the regulations as to profits and 
losses on capital assets. 


Deductible Losses 


The first of these regulations to have 
in mind is that losses from the sale of 
securities are deductible only up to 
$2,000 in excess of profits realized on 
capital assets during the year. If profits 
of $5,000 are reported, then no more 
than $7,000 in losses can be deducted 
from gross income for tax purposes. If 
no profits can be reported for the year, 
then the maximum deduction for losses 
on securities would be $2,000. But this 
works both ways: if an investor has sus- 
tained losses of $7,000 on securities sold 
during the year, it would cost him noth- 
ing extra in taxes to report profits up to 
$5,000. Hence, other considerations 
equal, the greatest saving in income 


be possible to offset a large profit on se- 
curities held for more than ten years by 
accepting a considerably smaller loss on 
securities held for not more than a year. 
For example: if an investor sells a stock 
which he has held for ten years and 
realizes a profit of $10,000, only $3,000 
of such profit is subject to income tax, 
and even this could be avoided by ac- 
cepting a $3,000 loss on securities held 
for no. more than a year. Other con: 
siderations equal, this scheme of gradu- 
ated percentages encourages people to 
let their profits ride while cutting short 
their losses, which is good investment 
practice; but it also tends to build up 
artificially high prices for stocks: since 
investors with large incomes are loth 
to take profits during the earlier stages 
of a bull market, because the Govern’ 
ment would receive most of the profit. 

This year a person with surplus net 
income in excess of $1,000,000 would 
pay a tax of $630 per thousand on 
profits realized from securities held less 
than a year, but only $189 if held for 
more than ten years. Next year the 
same transactions would be taxed $770 
and $231, respectively. 
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Taking the Pulse of Business 


— More Than Seasonal Gains 


— Automobile Output Large 


somewhat in order to avoid 








Thanksgiving Day 

were not so extensive 
as usual this year and our 
seasonally adjusted index of 
Business Activity, which also 
makes allowance for the cus- 
tomary influence of national 
holidays, has risen with exceptional abruptness to slightly 
better than the 1923-5 average. This is 53% ahead of last 
year at the same date, and the highest since May, 1930. For 
the first time in many months, all components of the index 
showed greater than seasonal gains. With the physical vol- 
ume of business running so much ahead of last year, and with 
prices and costs fairly stable, it is quite obvious that fourth 
quarter earnings this year in a number of industries will 
make extremely favorable comparisons with the correspond- 
ing period last year. A recent compilation by the Federal 
Reserve Bank of New York shows that the earnings of 259 
large industrial corporations, even in the third quarter, were 
65% better than for the previous year, and only 25% under 
the corresponding quarter of 1930. 

There are grounds for believing, however, that continued 
gain in the rate of improvement may be less apparent in the 
first quarter of next year. Automobile production, which 
has been chiefly responsible for recent sharp gains in general 
business activity and which in previous years has usually ex- 
panded rapidly during the first quarter, has become stabilized 
during the past month at around 94,000 units weekly, and 
there is no reason to suppose that output will be stepped up 
much above this figure during the first few months of 1935. 
It is even possible that the rate may have to be reduced 


p LANT shut-downs over 


— Heavy Goods Improving 
— Oil Outlook Favorable 
—_ Copper Demand Broadens 


overstocking of new and used 
cars. But granting that the 
present rate of motor car pro- 
duction can be maintained at 
the present level, the mere 
absence of expanding produc- 
tion next year would cause a 
reaction of about eight points in our Business Activity by the 
end of the first quarter, unless other components of the index 
expand enough to compensate. On the other hand, it is 
scarcely probable that other industries will fail to show better 
than seasonal improvement during the first quarter; so that 
any recession in the country’s physical volume of business in 
the near future should be mild in both amount and duration. 

Though colder weather joined with holiday purchases dur- 
ing the past fortnight to stimulate department store trade, 
sales in the New York metropolitan area during November 
were about 5% lower than for the same month a year ago. 
Explanation for this relative backwardness may perhaps be 
sought in political uncertainties; since public purchasing 
power, though still far from satisfactory, nevertheless shows 
fair improvement. In October, farm income—including 
benefit payments—showed a gain of 6% over the previous 
October, while business payrolls were up 5%. In Novem- 
ber, trade union employment was 7% ahead of last year, and 
dividends declared gained 16%. 

Improvement in general business conditions, especially 
among the heavy goods industries, is much more impressive. 
Thus the Bell System gained 53,300 stations on balance dur- 
ing November, against only 16,700 in the same month last 
year. This is the best November increase since 1929. In 














—— 


+ 


PER CENT 





Cost of Business Credit 





C.G. WYCKOFF BAROMETER OF BUSINESS TRENDS 


CObyR IGUT - ~ THE MAGATINE ofr WALL STREET 


-== = 
gees 
: 
+ 








WOwow Ons 


> IOvaIayS2-C2C 
S23'eé Wisligw Moe DALIAILD 














COMMON STOCK PRICE INDEX 





JJ 
193! 1932 








ose of “Mal Street's 
ommon Sfock Jndex~ 





J' J MA M 
1933 1934 


MITA N | 
1935 WEXCHANGE CLOSED > | 























for DECEMBER 21, 1935 


279 








October, new industrial capital raised through flotation of 
securities rose 6% over the previous October, machine tool 
sales increased 130%, and residential building permits gained 
198%. For the first half of November, residential building 
contracts actually let were nearly double the value for the 
corresponding period a year ago. 

Passing of the political crisis in France, for the time being, 
led to sharp advances in the world’s stock markets during 
the past fortnight, and our own Common Stock Index, with 
another new high for the year in the rail group, advanced to 
the best level since March, 1931, though since receding. 


The Trend of Major Industries 


STEEL—Steel operations have risen a little during the 
past fortnight to around 56% of capacity, which is 83% 
greater than last year at this time and the best since mid- 
June, 1934. Steel shipments to railroad repair shops are 
expanding and inquiries from P W A for structural shapes, 
reinforcing material and pipe are so numerous that fabri- 
cators find it all but impossible to get bids to meet the Gov- 
ernment’s deadline on December 15. Sheet and tin plate 
mills are at 75% to 80%, and demand for the lighter types 
of finished steel is so active, and has held up so well during 
the depression in comparison with the great slump in demand 
for heavy products, that U. S. Steel and Bethlehem are plan- 
ning extensive expansions in plant to turn out the lighter 
shapes. When completed this may inject greater competi- 
tion into, and lower unit profits for, a branch of the industry 
which up to now has enjoyed fair earnings. 


METALS—The Treasury’s surprise move in withdrawing 
bids for silver at the old pegged price of 653% cents has 
brought demoralization into the Montreal and London mar- 


kets for that metal since our last issue, and was perhaps re- - 


sponsible for sympathetic weakness in zinc. At present writ- 
ing the New York price for silver has dropped to 623% cents, 
and profitable arbitrage between Montreal and New York 
has been stopped by a prompt Treasury ruling that deliver- 
ies must be made on the day following sale, instead of on 
the second day, as formerly. World tin consumption has 
been running about 8% ahead of production, which explains 
the recent increase in export quotas to 90% of standard ton- 
nages. At this season 





last August. This has been followed by a quarter-cent ad- 
vance for gasoline in California and in the East. Domestic 
demand for motor fuel is running 10% ahead of a year ago, 
and talk is still rife of a moderate increase in the price of 
Mid-Continent crude. 


CANS—tThe amazing growth in demand for beer cans 
this autumn may tend to offset large inventory profits last 
year and enable the three leading can makers to report record 
profits this year. These companies are believed to be turn. 
ing out a daily average 3,750,000 beer cans, compared with a 
daily average for the full year of about 9,000,000 cans to meet 
requirements of one of the largest vegetable packs in history. 
It is believed that next Spring the demand for beer cans may 
mount to a daily average of at least 5,500,000. Providing 
equipment for this new industry, however, has entailed such 
heavy capital outlays that dividend increases may have to be 
deferred. 


FINANCE COMPANIES — Volume of automobile 
financing by the old line companies is so heavy this autumn 
that record earnings may be reported for the year, despite 
added competition from leading manufacturers, commercial 
banks, and the recently announced new entry auto Bank into 


the field. 


LIQUOR—Distillers, rectifiers, importers, jobbers and 
retailers in the liquor industry fear a period of price unset- 
tlement after January 1, when the 50% tariff reduction on 
Canadian whiskies aged four years or more becomes effec: 
tive. The majority of domestic blends include a certain 
proportion of aged Canadian or other whiskies, and when 
the duty is cut in half it will affect the ultimate selling price 
of the blended product. In order to meet the competition, 
sellers of straight whisky will adjust their quotations also. 
Already importers are reported to be sacrificing foreign 
whiskies as “loss leaders”; though retailers are cutting prices 
only on second or third rate brands. 


Conclusion 


With all components of our Business Activity index re- 
porting greater than seasonal improvement, the country’s 
physical volume of production has expanded to a new peak 
for the recovery at 
slightly above the 





of the year, however, 
production is probably 
exceeding consumption 
and the price has 
dropped 13% cents dur- 
ing the past week. For- 
eign demand for copper 
has again expanded and 
the export price has ad- 
vanced to above 9 cents 
and revived expecta- 
tions of an early in- 
crease in the domestic 
price. 


INDEX SCALE 


PETROLEUM — 
Moderate contraction . 
in crude output during 
the past fortnight has 
further strengthened 
the oil situation, and 
prices for crude in Cali- 
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1923-5 average. Since 
further gains in auto 
mobile production seem 
unlikely over the next 
few months, further 
ZIANT large gains in general 
Litt business activity are not 

expected in the near 
future. A heavy over’ 
subscription to the new 
Government bond issue 
of $900,000,000 has 
a imparted renewed 
strength to the bond 
list in the face of con 
tinued talk of inflation; 
which would seem to 
suggest that the pres 
ent extremely low Cost 
of Business Credit 1s 
still having a buoyant 
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Chapter 1. 


This Valuable Gift — Free! 


New! Timely! — Just off the press! 


How to 


Keep Your Money 
Profitably Employed 


An important book, in seven parts, each by an eminently quali- 
fied expert in his field — offering a complete working knowledge 
of the seven major fields of investment. 


Bonds—By J. S. Williams 


In a recovery period, bonds offer the careful investor the assurance of fixed income and defi- 
nite appreciation. Mr. Williams appraises the advantages and disadvantages of the various 
types of bonds—discusses the possibilities in medium-grade as compared with high-priced 
issues—tells you what to look for when sacrificing investment worth for greater yields. 


Common Stocks—By A. T. Miller 


In this section; The Magazine of Wall Street’s technical market authority defines the intelli- 
gent basis for selecting common stocks for profits—for income—today. He tells you the pro- 
portion of your funds that should be invested in common shares. And—he points out the 
safeguard to use in the case of inflation—as well as many other facts of practical use to the 
businessmen-trader and investor. 


Preferred Stocks—By Edgar T. Brainerd 


Carefully selected preferred stocks now offer many of the advantages of common shares— 
without their disadvantages. Mr. Brainerd shows these advantages. He gives practical 
counsel on determinating the value of preferred stocks on the basis of fixed charges plus 
preferred dividends—cumulative and non-cumulative callable and non-callable types. 





Convertible Issues—By Edgar T. Brainerd 


The greater possibilities offered in many senior issues with conversion privileges is covered 
in this important chapter. The reasons why convertible issues are offered—what they as- 
sure the investor—is explained and typical opportunities are given. 


Building and Loan Shares—By Fred T. Greene 


To the investor—to the prospective home owner—this chapter on building and loan associa- 
tions—on how to check them—their rate of return—the availability of funds invested—all 
deserve careful reading. 


Life Insurance—Its Place in the Average Man’s Income Program—By Chester Nash 


This chapter shows how life insurance has. progressed from, a simple protective measure to 
a definite income-building plan. It provides expert counsel on making life insurance a defi- 
nite part of your investment program—on choosing the type best suited to your individual 
requirements—how to get the most out of an annuity. 


Real Estate Mortgages—By R. B. Mitchell 


When to invest in mortgages—what to look for in them—is comprehensively covered in this 
chapter on urban, farm and government-guaranteed mortgages. The factors to be considered 
in avoiding unprofitable commitments are discussed as well as the factors which make for 
constant income and a satisfactory investment. 


Special Offer on Next Page Brings You This 
Big 160-Page Book — FREE! 








A Christmas Gift That Brings 


Happiness - Success - Prosperity 





—For Yourself, for Father, Son, Friend or Business Associate 


The gift that lasts forever and can never be taken away is knowledge and superior judgment. It is the key 
to success and happiness. And, now more than ever before, it is essential to real progress in 1936. 


This year, no Christmas gift you send could be of more practical value or compliment a man more than The 
Magazine of Wall Street. It indicates that you have faith in his ‘making the grade’, and twenty-six times 
throughout the coming year he will be reminded of your thoughtfulness. He will read it with satisfac- 
tion—at first because he will gain an insight into business and investments he never believed possible within 
the covers of a single magazine. He will continue reading it because he will speedily realize that he de- 
rives more practical value from its pages than from any reading he has ever done before. 


A Subscriber’s The Magazine of Wall Street Will Interest — 
Christmas Suggestion 





Your Business Associates—in whose hands you will be placing, fortnightly, 
an authoritative interpretation of vital economic forces affecting industry, 
credit and investment—all so concisely put as to enable them to put them 
to use in their current business affairs. 


The Investor—because it gives him sound guidance—shows him how and 
when to invest safely and profitably—points out the danger signals to avoid 
loss—develops his own investment judgment. 


ads Ves Moines, id. 
Executives and Employees—because it gives them the basic fundamentals 
3 Gl 3 S so essential to sound thinking and business progress. Many business or- 
ganizations make it a yearly custom to present subscriptions to their principal 
aa employees. 


Street for a full year $7.50 Your Son and Daughter—because you want to round out their education and 
prepare them for the business of practical life. 


Yourself—because its common sense advice is a steadying force that yields 
FREE excellent returns out of all proportion to its costs. 
” ccs FREE This Offer is Extended for 15 Days Only 


Mail the coupon below with your remittance today. Your subscription will start with our 
For , $7. 50 Christmas Number. It will include the new 160-page book “How to Keep Your Money Profit- 
ably Employed”—and the full privileges of our Personal Inquiry Service. Note: You can 
° send The Magazine of Wall Street as a gift to one friend—and the book to another—or to 
The Price of One yourself. 


PEEL OLLIE LLLS,«=— Mail This Christmas Gift Order Now QC °&SELOLESS = 


THE MAGAZINE OF WALL STREET, 
90 Broad Street, New York, N. Y. 


I enclose $7.50 for 1 year of The Magazine of Wall Street. It is understood this is to include a copy of “How to Keep : 





Your Money Profitably Employed” described on reverse side—and full privileges of your Personal Inquiry Service 
as often as reasonably required. 
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Answers toInquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








LOEW'S, INC. 


I have 11% points profit in Loew's, Inc., 
and I would be interested in your views on 
the 1936 outlook for the motion picture in- 
dustry generally, and Loew's, Inc., in particu- 
lar. Do you look for progress comparable 
with 1935’s?—S. W. P., Baltimore, Md. 


The report of Loew’s, Inc., for the 
fiscal year ended August 31, 1935, re- 
cently released, shows a moderate in- 
crease in net income which was $7,579,- 
744, compared with $7,479,897 for the 
preceding year. Because of an increase 
in the common stock, earnings per share 
were equal to $4.49, practically the same 
as the $4.50 a share reported for the 
1934 fiscal year. Adequate liquid fi- 
nances prevailed, with current assets of 
$42,962,494 including $7,094,985 cash 
and U. S. Government securities, against 
current liabilities of $9,115,910. Inven- 
tories increased substantially in value 
during the year, standing at $32,504,- 
979 on August 31, 1935, compared with 
$26,713,802 the year before. In reflec- 
tion of the satisfactory earnings, an ex- 
tra dividend of 50 cents a share was de- 
cared payable December 31, next, with 
the regular quarterly of 50 cents, con- 
tinuing the custom of a year-end extra. 
The outlook for the motion picture in- 
dustry, both in production and exhibi- 
tion, in both of which fields, Loew’s, 
Inc., holds a leading position, is entirely 
favorable for 1936, in view of the 
larger public spending power now in 
evidence. Moreover, the new policy 
announced a few weeks ago involving 


the discontinuation of vaudeville in all 
theaters in Greater New York except 
cne, should reduce the cost of operation 
of that important part of the company’s 
theater chain, indicating a saving that 
should improve net income for next 
year. Labor difficulties appear to have 
been eliminated by a seven-year wage 
contract with the Moving Picture 
Machine Operators Union. The excel- 
lent past record of Loew’s, Inc., testi- 
fies to the ability of the management to 
take full advantage of better conditions 
expected in 1936 and we therefore an- 
ticipate progress at least equal to that of 
1935 and perhaps better. Conse- 
quently, we see no incentive for realiz- 
ing the profit you now have and advo- 
cate further retention of your stock. 


P. LORILLARD CO. 


I understand that Lorillard’s “Old Gold” 
cigarette has recently been showing in- 
creased volume—and that net profits are 
slowly rising. I am wondering, though, to 
what extent further improvement is antici- 
pated in present prices, also if you recom- 
mend continued holding of 100 shares 
bought at 2014%4.—J. L. P., Portland Ore. 


You have been correctly informed to 
the effect that the sales volume of Loril- 
lard’s “Old Gold” cigarette has been 
increasing, which is also the case with 
the company’s other products. Loril- 
lard differs from the other members of 
the so-called “Big Four” in that this 
popular cigarette does not account for 


the major part of the company’s sale, 
since Lorillard still does more busines 
in cigars, smoking tobacco, chewing 
tobacco and turkish cigarettes. Price 


‘reductions on the cigars have brought 


increases in sales, while sales of smoking 
tobaccos for pipes and for “roll-your 
own” cigarettes have continued in good 
volume despite the general opinion that 
demands for that class of tobacco fall of 
as general business conditions improv. 
It is estimated that earnings for 1935 
will at least cover the $1.20 regular 
annual dividend, with the possibility of 
still larger profits resulting from the 


reduction of the tobacco processing tax | 


on October 1, last. This reduction, ap 
proximately halving the tax, may bring 
the company savings equal to 60 centsa 
share of common, and if the tax should 
be declared unconstitutional in test cases 
now in progress, further profit should 
result in future years. Lorillard has 
been granted injunctions against the col 
lection of the processing tax in three 
states. The company has recently in 
augurated a widespread and aggressive 
advertising campaign featuring @ 
“double your money back” offer and a 
sales volume almost always increases 
in the cigarette industry in direct rela’ 
tion to advertising expenditures, larger 
sales of “Old Gold” should result. The 
company has adequate cash resources 
to support heavy advertising and also to 
give assurance to the maintenance of the 
present dividend rate, with the pos 
(Please turn to page 289) 
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27 Points Profit on 


UBSCRIBERS to Tue INvEst- 
MENT AND Business Fore- 
cast have opportunities right 
along to profit substantially 
through the undervalued situ- 
ations uncovered by our market 
and security analysts. Here is 


another recent illustration: 


On December 10th, we advised 
the acceptance of 27 points 
profit on Pure Oil 8% cum. pf. 
... carried in our Long Term 
Speculations. Recommended at 
9014, the average selling price 
was 11714 . . . appreciation of 
almost 30% ... even if held on 


an outright basis. 


As a Forecast subscriber, such profits will be 


made available to you over the 


and during 1936. 


Our first step in serving you will be to analyze your 


present security holdings. 


nearby and moderate term prospects of each issue 





One Stock! 








29934, Points Profit to 
Date This Year 


Our record to date this year—our 
closed and open  position—shows 
29934 points profit. Currently, of 
the securities carried, one shows 
225% points profit, one 154%; two 
144% each; one 12 and one 10% 
points. There are several with in- 
dividual profits of 5 or more points. 


We are confident of securing greater 
profits for our subscribers over the 
coming months and throughout 1936, 
which will be a very important year 
in this major recovery cycle. 


e 
Recommendations 


Now Ready 


Your FORECAST subscription will 
bring you immediately, several se- 
lected stocks offering quick and sub- 
stantial profits. We are now recom- 
mending the purchase of three 
leading issues—average price under 
$89—as Trading Advices; two di 

dend-payers — average price under 
38—in our Bargain Indicator and 
three low-priced stocks—average 
under 15—as Unusual Opportunities. 


as well as its technical, inflation- 
ary and fundamental outlook, we 
shall advise you what you should 
continue to retain and what to 
close out or switch. You will 
have this valuable and extensive 
consultation service at your dis- 
posal throughout the entire term 


of your enrollment. 


OU may then follow a def- 
inite market and investment 
program adapted to your wishes, 
requirements and objectives. You 
will be advised what securities to 
buy and when to take your profits 
with the assurance of knowing 








coming months 


After weighing the 


that all commitments are being 


kept under our continuous supervision. You will 
be guided in contracting or expanding your posi- 


tion in anticipation of pronounced weakness or 


strength—taking advantage of important inter- 


mediate movements. It is through such a flexible 
yet conservative policy that you can consistently 
build up your capital and equity. 











THE INVESTMENT 


90 BROAD STREET 


C q I enclose $75 to cover my six months’ test subscription to The Investment 
e understand that regardless of the telegrams I select I will receive the complete service by mail. 


will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. 
Code after our Code Book has had time to reach you.) 


AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


NEW YORK, N. Y. 


and Business Forecast. I 


($125 
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TRADING Short-term recommendations following intermediate market swings. Three to 
ADVICES four wires a month. Three to five stocks carried at a time. $1,000 capital 
sufficient to act in 10 shares of all recommendations on over 50% margin. 
Only 15 points on UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two 
even a 10-share ba- OPPORTUNITIES to three wires a month. Three to five stocks carried at a time. $500 capital 
ite will th sufficient to buy 10 shares of all recommendations on over 50% margin. 
1 cover e 
cost f * BARGAIN Dividend-paying common stocks of investment rating, with exceptional price 
or our service INDICATOR appreciation prospects. One to two wires a month. Three to five stocks carried 
for a full year. at a time. ($1,000 capital sufficient to purchase 10 share of all recommendations 
_ on over 50% margin. 
This pro 
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Du Pont de Nemours............... 9634 323% 103%, 80 14614 8654 1375¢  *3.60 
E 
Eastman Kodak RUD ara csvats lara a lessies 8934 46 11614 79 172144 11014 159 *5 
Electric Auto Lite.................. 2714 10 31 % 15 3834 1934 3516 +.20 
Exc. Power & Light................ 16% 3% 52” 24 ™% 1% 6 - 
rage ree 3 5834 346 
Endicott Johnson Corp........- il 68% © 36 63 45 ee 525% 3 
F 
Fairbanks, Morse & Co............. 11% 2% 18°4 7 32 17 30 
Firestone Tire & Rubber............ 8135 9% 264 18% 23 18% 2234 40 
First National Stores............... 7034 43 69144 53 587% 443% 4654 2.50 
Hed ‘Wheeler Corp es eee 3. ‘ ‘ 4 33, 814 243, 97, 24 e 
PEMIC ORS oo gos cw wos 3 , 3 g1l6 3054 1714 2734 i 
G 
General Amer. Transpt............. 4314 1334 4354 30 4815 325 477% 1.75 
General Baking ......20 02000000. 207, 10:5 14 % 61 «18% 734 11% 60 
Se ceneaee % 1016 2614 16% 40% 201, 37 .80 
General Foods. 0.000000. 10 20 39% a1 36%, 28 371 30 323, 1.80 
See acaCh de 0 38 <n oe acd G ts 1 % 174 
General MEEBO NCOLD 655.565.5055 20 35% og io 3456 oes 365° He 4 
General Railway Signal............. 491g 184% 4534 931 414; 155, 41° 1 
General Refractories......... 1934 2 2334 V4 1 3 3% 
Gat oe 34 4% 3 34 10% 314% 1634 3136 .50 
Ch ette Safety Razor............... 2014 154 14% 814 9% 12 17% 4 
oo ON ar 334 2834 1554 481, 233%, 4814 2 
RN REOUER 6 ooo a 6 sos 56s cok oe 2734 12 23 16 22 143% 195g 1.20 
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BE 055680 cca Ste cies Ouse 3 A 6% 17% 614 165% a 
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Ingersoll-Rand eo 02022002000l2) we aay task a8 aa G00k ae 
International Business Machines.... 15314 755; 164° 13119014 14914 19014 *6 
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K 
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Kennecott Copper. 10222012211) Be® «= 88 B1S de = 8035 88s ae 
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Lambert Co 41% 193 313, 221 A 
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ATS TS, 


What Next— 


a Recovery..or a 
Further Break? 


After a 9 point break and a partial 
recovery (Dow-Jones averages) 
many look for a further rapid ad- 
vance in stock prices. Yet there 
are others who maintain that stock 
prices will sag for a time or even 
break sharply. 


Do you know which is most likely 
to happen? 


The knowledge you display in anti- 
cipating price change determines 
the protection you give your ac- 
‘count—and the amount of profits 
you make. 


Following our advices to buy 
from March until November, 
Mr. Wetsel warned of an im- 
pending break three weeks be- 
fore the market declined 9 
points. Asa result A. W. Wet- 
sel clients were able to make 
full profits throughout this 
period. 


This organization specifically ad- 
vises clients WHEN to buy or sell, 
WHICH stocks and at WHAT prices. 


Send for Mr. Wetsel’s current 
analysis of the market and specific 
recommendations—free. Also in- 
formative booklet about trading. 
Mail coupon now. 


A. W. WETSEL 


Advisory Service, Inc. 


The only Investment Counsel Organization 
Under the Direction of Mr. Wetsel 


Chrysler Bidg. New York, N. Y. 


lease send me free Mr. Wetsel’s current 
analysis and booklet. MWS-.-114 





COMMODITIES 


Folder explaining margia requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 





| J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 
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Booklet M.W. 801 upon request 


John Muir&© 
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| Members New York Stock Exchanac 








|39 Broadway _ __New York 
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What’s Ahead for 
Your Investments 


These are changing times. Every 
issue of The Magazine of Wall 
Street sees many far-reaching 
developments in the worlds of 
business, economics, politics— 
and investment. 

It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets days, and 
sometimes weeks, before the in- 
formation is available through 
the usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Take advantage of the special 
“get-acquainted” short-term rate 
described below. Be sure of re- 
ceiving coming issues promptly 
during the important months 
ahead. Every one will contain 
timely information of real money- 
value to you. 


Mail this coupon—now 


The Magazine of Wall Street 

90 BROAD STREET, NEW YORK 

{ enclose $1.00. Send me the four issues 
beginning with your next issue. 

_} If you would like to have this special 
offer cover eight issues instead of four, 
eheck here and enclose $2.00. 


CLEMO T EEE LL AEE eT eS 


12-21-ST 











New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 













1933 1934 1935 oe rte 
A — ale Per 
M High Low High Low High Low 12/11/35 Share 
Mack Truck, Inc.................0. 463, 13144 413, 22 281 1854 281< 
BURR ET erassik ss os ccecesss 655; 244% 62% 85% TZ 80ig B35, a 
Mathieson Alkali.................. 46% 14 4034 2312 837, 2334 3014 1.50 
PRAY SPEDE ASTOLOR 2 oe. oe 55 ois saan nies s 33 934 4534 30 5734 35% 54 *1.60 
Mcintyre, Porcupine............... 4836 18 5014 3014 4553 334 8935 2 
Mesta Machine Co................. 21 7 3434 204 413g 241% 38%, 2 
Monsanto Chemical................ 83 25 9614 39 9434 8655 88!, 4 
Montgomery Ward & Co............ 28% 854 3556 20 407g 213% 4014 
N 
Oo © 27 11\% 3214 125% 1914 11 1814 1 
1 OES ea eee 605¢ 3114 4916 25% 363g 224 3416 1.60 
National Cash Register............. 2354 6% 54 12 234% 13% 2214 60 
National Dairy Products............ 2534 10% 1934 13 20'4 12% 20 1.20 
National Distillers. aS eee ee 354 207% 31% 16 $416 23% 30°74 3 
National Power & Light............. 2044 6% 1534 65g 143%, 47 10s 60 
J SS eee 55% 15 3414 833, 40% 1734 4 
RE ne sonny Nea 2316 si oie HF = = ots 
or OY ee rin 3644 12} 514 4 % 1 
Oo 
SPE MOUNT. 353555056 weincwnn sews 2514 10% 1934 1214 265g 11% 2514 ri) 
ene 9634 3144 94 60 129 80 12434 4 
P 
Pacific Gas & Electric.............. 31% 15 2314 1234 31 131% 3054 1.60 
oo a eee 4334 22 37 2034 56 19 51} 2.40 
Pockard aietor Le ae 6'% 134 654 234 a” 3% a si 
DIRE MIB go cckcses es pees Sie os Sa OE 4% se 
ON ee 56 1914 744% 6114 8434 674 8314 3 
Penick & Ford..................... 6034 2514 67 4454 81 64'9 69% 3 
ee il. jt re 187% 44 187% 1344 2814 1234 2534 t.50 
Phillips Petroleum................. 18°34 434 2034 133% 375g 391834 3674 ye | 
Pillsbury Flour Mills............... 22\4 96 3434 18% 38 31 3514 1.60 
Procter'® Gamble... .............. 4716 195% 4436 3314 635 425g = 4634 91.50 
— — ke, See eae 57% 3254 ... sere o% t§, a. 2 
EMRE Seis hele pie's cies aia 581, 18 8 4 % 7 % . 
R 
Radio Corp. of America............. 1214 3 9% 4% 1235 4 12 
Radio-Keith-Orpheum.............. 534 1 44 1% 6 14 5% 
SO ee 114% 214 1334 6 20/4 7 2035 
NMED ero oes Sica ins 23 4 2534 104% 2034 9 18% 
Reynolds (R. J.) Tob. Cl. B. |...) . BA, 61g 834895, BSG ASG BBLy 
Ss 
Cone a fine Eee 6235 28 57 3814 46 313f 3514 2 
Schenley Distillers.............. 2 aT 22 3874 17% 6614 22 6234 me 
Sears, Roebuck & Co............... 47 1214 614% 81 6974 31 667% br | 
“lh SE ene nee 14 144 455 15 7% 8 =14o 18% 
LSS CAC ee eee 1314 534 137% 634 12% 7% 1234 5 
eh | aera 1154 4 11% 6 1614 514 187, 
cony-Vacuum Corp............... 17 6 19% 124% 1534 1054 141% 30 
ere 28 14% 22% 10% 27 1054 2434 1.50 
Spiegel May Stern Co.............. 214% 1 7634 4 84 437% 6934 3 
Standard Brands................... 397% 1334 25% 174% 194g 12% . 80 
ae ma 4 ~] ‘ony Se eee 45 1944 +4, = ots] He Fit : 
ee CLES © C* Ure bets ee 4 4, 34 34 
a Lk CPS 2. ae Aenean 47146 223 60% 89% 5014 8534 48% “1 
Sterling Products.................. 63 453, 6644 47% 68 5854 = 6414 8.80 
Stewart-Warner............... oo Sale 246 105% 414 185g 65g 1714 50 
ooee — Bee neta ene abst tne 194 54 ty] an a” en 4 <4 
BERET e ne vexck cerns shea Seeks 35 % “a 2 4 
z 
RD cise ceo cc5'esos'oncs ss. oe 1034 2934 1954 25% 1614 2515 1 
Texas Gulf Sulphur................ 454% 154% 4314 30 3634 392834 31° 2 
Tide Water Assoc. Oil.............. 11% 3% 14% 8 1254 15% 125¢ 
Timken Roller Bearing............. 3514 1334 41 24 7215 283 67 2 
Tri-Continental Corp............... 834 234 6% 3 84 1% 1% 
U 
Underwood-Elliott-Fisher........... 39!¢ 914 587¢ 36 8744 5334 87 2.50 
Union Carbide & Carbon............ 517% 1934 650% 38574 17534 44 7014 a 
USES CE 2c" nem)” 84 2014 1114 22 1434 215 1 
United Aircraft......... ton eem wa oe ren 154% 8% 24 9% 2254 . 
rr 104% 5034 35 78 = 46 70\4 2.40 
ae 1414 4 87% 2% 7% 861% a, 3 
United Corp. Pfd................... 4% 221% 87% 214% 4534 2034 433; 
OSE a ee 68 2314 77 59 9234 6014 66 8 
ee ee eee 25 138% §86©20% 114 184 94% 17% J 
U. S. Gypsum Co 18 51144 3414 87 4014 8216 1 
S. Industrial Alcohol............. 1314 643¢ 33 5054 351, 4714 2 
U.S. Fae | ee $s = 18/4 aoc ie! = .50 
TRO OO ee . % “4 % oP 
U. S. Smelting, Ref. & Mining 1314 141 9654 12415 92 9714 18 
U. & Steel Pid. “ $3 98, Signe 786g 114 ‘a 
| ee eee eee } 3 4 4 4 56 
PRR EMED Sis cassckases5oenew 1% 3134 14 2134 11% 19% 
WwW 
Warner Brothers Pictures........... 9% 1 84 234 10% 24% 10% a 
Western Union Tel................. 17% 17% 66% 294 174% 205% 73 PS 
Westinghouse Air Brake............ 3554 11% 36 15% 35% 18 324 A 
Westinghouse Elec. & Mfg.......... 34 1934 47 27% 983, 3254 9134 0 
Woolworth Co. (F. W.)............. 507% 251% 554 414 ft 61 5534 2. 
Worthington Pump & Mach......... 39% 8 31% 1344 254% «1134 2214 3 
i el SS eee 6744 3414 76 54 8234 7334 7844 


* Including extras. f Paid this year. 
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bility of another extra early in 1936. In 
view of the favorable outlook, we do 
not feel that present market values have 
unduly anticipated further improve- 
ment and we therefore advise continued 
retention of your holdings. 


AMERICAN RADIATOR & 
sTANDARD SANITARY CORP. 
[now have 6 points profit on 150 shares 

of American Radiator bought early this 
var. Do you believe its prospects over the 
winter months justify its retention? Do you 
think I might sell now and buy back later at 
lower prices? —H. G. F., Chicago, Ill. 


In our opinion the current operations 
of American Radiator give promise of 
remaining at much higher than seasonal 
levels. This of course is in line with 
the uptrend in residential building and 
renovation activities, fostered very 
largely by the Federal Government. 
Consequently, we see no need for liqui- 
dating your shares now, to take advan- 
tage of your profit in the hope that you 
may buy back at lower levels later on. 
Although interim earnings are not re- 
leased, last year the net income 
amounted to 11 cents a share on the 
common stock against a loss of $881,- 
575 in 1933 and a loss of $5,990,986 in 
1932. In spite of those very severe 
losses, however, the company has main- 
tained a strong financial condition and 
as of December 31, last, current assets 
were $59,921,863 which included over 
$20,000,000 in cash and $847,158 in 
government and municipal bonds. Cur- 
rent liabilities however were only $6,- 
061,840. In our opinion, therefore a 
company which can take advantage of 
the depression years to improve its finan- 
cial condition, certainly ought to be in 
a position to take advantage of better 
business conditions as they develop. 
Through its able management this com- 
pany during the depression years not 
only maintained its dominant position 
in its well established lines, but aggres- 
sively entered into new fields and com- 
paratively recently has brought out 
air-conditioning equipment which it is 
said will meet the most exacting require- 
ments of all sizes and types of buildings. 
In addition, among the newer products 
this company has brought out are oil 
burners. While these newer divisions 
of the company’s business may not be 
important factors contributing to profits 
in the near-term future, nevertheless the 
longer term outlook is decidedly satis- 
factory. Consequently, we feel justified 
in taking an optimistic outlook toward 

















the shares of American Radiator & 
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y ) STOCKS Selected 


for 1936 Profits 


Including issues selling 
between $17-$103 a share 


Ack December UNITED Service prepares for its clients 

a sound investment program for the coming year to take 
advantage of anticipated trends. This year our staff presents a 
list of 12 outstanding stocks to meet the needs of both the 
large and the small investor. 


From Six “Coming” Industries 


Authorities agree that the heavy industries... such as building, 
industrial machinery, ete. ... are in a position to show marked 
earnings gains in 1936. Long deferred replacement demands plus 
present business improvement promise a rapidly expanding market 
for certain heavy industry lines throughout the coming year. 

From the six industries best situated to show the widest gains 
in business volumes, we have selected 12 outstanding stocks for 
1936 profits . . . issues that will quickly reflect continued improve- 
ment in the heavy industries. 


An Exclusive UNITED Feature 


This UNITED OPINION Forecast and Investment Program brings you 
the combined investment judgment of all leading authorities—with the 
convenience and compactness of a single report. By this tested method, 
the 1936 prospects for each industry and each stock are weighed and ap- 
praised. Read below how this Method . . . developed over 16 years of 
continuous service... resulted in the selection of outstandingly profit- 
able stocks for 1935. 


63% Gain in 1935 


Here is the UNITED list recommended in December, 1934, for 1935 profits 


. » « showing today 63% appreciation! 
Advised Dec. 


Advised Dec. 
at 1935 at 1935 
American Rolling Mill... 21 29. ~Fairbanks Morse......... 14 28% 
Deere Go GGs os 5s vs ces 23 50 Fhntkote“‘A”’........... 12 32% 
Electric Auto-Lite....... 27 oo kexPilm A... ......... 3S SE 
Industrial Rayon........ 26 30) =General Refractories Ctfs. 16 31 
Montgomery Ward...... 30 38 United Aircraft.......... 12 23 
Total Appreciation: 122 Points, or 63°) 
This tabulation is evidence of the excellence of our original selection. Sale of some of above 
stocks was advised below current prices and funds made available tor reinvestment. 


Send NOW for 12-Stock Report — free! 

We want to place this Annual Forecast Report in the hands of thoughtful investors 
to demonstrate the reliabilicy of UNITED OPINION Forecasts. Send for an intro- 
ductory copy—NOW! 

MAIL COUPON TODAY TO 


UNITED BUSINESS SERVICE 
210 Newbury Street Boston, Mass. 


Please send me, without obligation, your Annual Forecast Report, including the UNITED 


OPINION selection “The 12 Best Stocks for 1936 Profits.” 
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Standard Sanitary Corp. [For a fur- 
ther discussion of American Radiator 
and the building industry, attention is 
directed to the article on page 266 of 
this issue. } 


BROWN SHOE CoO. 


Considering that the prices for leather 
are rising, does Brown Shoe possess inven- 
tories which will aid its earnings? What 
can I expect from this stock in the months 
ahead?—-U. D. Q., St. Louis, Mo. 


Despite the factors which you men- 
tioned, we are of the opinion that long 
pull holdings of Brown Shoe Co.'s 
stock will prove worth while. With 
regard to the inventories, on October 
31, 1935, these were carried at $6,931,- 
915, against $5,687,590 the year previ- 
ous. For the year ended October 31, 
the net profit amounted to $1,108,124 
equivalent to $3.59 a share on the com- 
mon stock whereas earnings for the 
previous year were slightly in excess of 
this figure, and amounted to $3.71 a 
share on the common stock. However, 
the financial position of the company 
has been materially improved and on the 
31st of October the then outstanding 
31,559 shares of preferred stock were 
called for redemption at $120 a share 
plus accrued and unpaid dividends 
thereon. As of that date current assets 
included $869,792 in cash and 
amounted to $13,578,559 and current 
liabilities were $889,542. During the 
past fiscal year too the company has 
taken advantage of slack business to 
considerably reduce its overhead. Brown 
Shoe ranks as the third largest domestic 
shoe producer and concentrates its 
lines principally in low and medium 
priced shoes. Over a period of years 
the company has demonstrated a stable 
earnings ability and is now recognized 
as the official manufacturer of “Boy 
Scout” and “Girl Scout” shoes. The 
company leases the greater part of its 
shoe manufacturing machinery on the 
basis of the actual number of shoes 
manufactured on each machine and as 
consumer purchasing power increases 
earnings of this company should con- 
tinue to do better. Currently there ap- 
pears to be little danger of a wide break 
in hide prices with consequent heavy 
inventory losses, and as business im- 
provement continues operations are ex- 
pected to be at a higher level. As far 
as the months ahead are concerned, we 
recommend the stock for income with 
gradual price appreciation possibilities. 


INTERNATIONAL TELEPHONE 
& TELEGRAPH CORP. 
In the light of the present uncertainties in 


European countries, I am wondering if I 
should continue to hold 200 shares of In- 
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ternational Telephone and Telegraph on 
which I have 5 points profit? Please outline 
the prospect—M. K. J., Columbus, Ohio. 


The growth of International Tele- 
phone & Telegraph Corp. since its in- 
ception in 1920 with small interests in 
Cuba and Puerto Rico, has been little 
short of phenomenal. It now controls 
communications systems, including tele- 
graph, telephone, cable and radio, in 
some 67 different countries, while 
through Postal Telegraph & Cable Co. 
it is a leading factor in the domestic 
communications field. In addition, the 
company has large manufacturing in- 
terests turning out a broad line of prod- 
ucts employed in cable and wireless 
transmission. In consideration of its 
world-wide investments in subsidiary 
operating units, International’s income 
naturally has been hard hit by the 
numerous exchange restrictions in force, 
to say nothing of the political uncertain- 
ties accompanying depression influences. 
In addition, the company’s domestic sub- 
sidiary, Postal Telegraph & Cable Corp. 
has been until recently a heavy drain 
upon the parent organization. How- 
ever, the petition by Postal on June 14, 
1935, to reorganize under the National 
Bankruptcy Act and the subsequent de- 
fault on the company’s bonds relieves 
the parent organization of a consider- 
able burden. While it is virtually im- 
possible to accurately predict the treat- 
ment likely to be accorded the various 
interested parties in Postal Telegraph’s 
reorganization the fact that the com- 
pany owes International Telephone sub- 
stantial amounts seems to assure the 
latter of retaining a sizable stake in the 
domestic telegraph and cable business. 
Improvement is taking place in the 
Cuban situation and while the telephone 
property operated in that country sus- 
tained a loss of approximately $1,600,- 
000 in 1934, more profitable results 
should be witnessed henceforth. While 
it is true that the unsettled conditions 
still prevailing in many sections of the 
world becloud the outlook for the com- 
pany, the progress made during recent 
years in reducing floating debt, together 
with the large potential growth of the 
communications industry in most of the 
foreign countries served by subsidiaries, 
leads us to believe that further reten- 
tion of your holdings will prove profit- 
able to you 


ATLANTIC REFINING CO. 


Do you believe that Atlantic Refining Co. 
will soon stage any material gain from the 
slump into which recent conditions in the 
oil industry have thrown it? What is the 
outlook for my 200 shares, bought at 22? 
—N. V.C., New York City. 

Report of Atlantic Refining Co. for 
the first nine months of 1935 made an 
unfavorable comparison with that for 
the like interval of the preceding year, 





net per share having amounted to 7 
cents, against $2.02. This showing , 
accounted for largely by heavy losses 0) 
foreign business, together with lowe 
gasoline prices prevailing in most of th, 
company’s marketing territory, durin: 
the first six months of the year. Sing 
the end of June, the company repor 
a very worth while improvement in jt 
earnings, net for the September quar 
ter having equalled 61 cents a share, o; 
only moderately below the 89 cents ; 
share recorded for the September quar 
ter of 1934. Adverse foreign exchang 
restrictions continue, but the price sity 
ation in the domestic markets has im 
proved. Despite the fact that Atlantic 
Refining has acquired extensive oil pro 
ducing acreage during recent years, the 
company continues to purchase the bulk 
of its refinery requirements from out 
side interests. It is therfore, particu 
larly vulnerable to the gasoline price 
wars which have featured the industry, 
especially in certain sections of the 
country during the depression years 
crude was purchased at a relatively 
stable figure, while the gasoline market 
has been depressed in many instances to 
a figure at which profits for the refiner 
were nil. With gasoline quotation: 
now more in line with crude oil prices 
however, and with consumption steadily 
increasing, more normal earnings should 
henceforth be witnessed for the subject 
organization. In the past the company 
has shown substantial per share earn: 
ings as witnessed by the $6.20 a share 
recorded for 1929. Sizable operating 
economies have been instituted during 
recent years and properties have been 
steadily improved. With the technical 
position of the industry better than has 
been the case for some time, therefore, 
we believe that Atlantic Refining has 
considerable to recommend it for fur 
ther retention in your portfolio. 


INTERNATIONAL AGRICUL: 
TURAL CORP. 

I have 150 shares of International Agri 
cultural bought at 27%. This stock has not 
done much since then so, as a new reader, 
I will appreciate your views on the outlook. 
—N.I. O., Augusta, Me. 


International Agricultural Corp. sells 
about 80% of its output to the raisers 
of cotton and tobacco, the remainder 
going to potato and cereal farmers and 
miscellaneous lines. Hence, the most 
important market is in the South, with 
the farming districts of the East and 
Middle West also contributing a minor 
part of its revenue and the fortunes of 
the company have been closely related 
to agricultural conditions in those sec 
tions. As a result, the earnings record, 
so far as it concerns the common stock, 
has been rather unsatisfactory, deficits 
being reported for seven out of the past 
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twelve years, and the largest earnings 
appearing in 1930, equivalent to $1.68 
a share. Severe competition and the 
price-cutting tendencies in the fertilizer 
trade have been partially responsible for 
the slender earnings of past years. Some 
improvement appeared recently, the 
1934 fiscal year bringing net profit of 
$400,386 and $269,388 for the 1935 
fiscal year, but the prior requirements of 
the bonds and preference stock left 
nothing for the common. The company 
has a rather heavy capital structure con- 
sisting of $5,925,000 of 5% bonds and 
100,000 shares of 7% cumulative prior 
preference stock ranking ahead of the 
436,048 shares of no par common. In- 
ternational Agricultural has ample re- 
serves of phosphates and potash, its 
properties in Florida being estimated as 
good for 50 years of operations at the 
present annual rate, and it has 21 fertil- 
izer manufacturing plants, practically 
all of which are owned in fee, located 
at strategic points. Despite the poor 
earnings record of recent years, an ex- 
cellent financial position has been main- 
tained, the balance sheet of June 30, 
1935, showing current assets of $6,632,- 
700 including $2,516,578 cash and U. 
S. Government securities, while current 
liabilities were only $355,199. With 
somewhat better underlying conditions 
for agriculture and with the Federal aid 
now being extended to the farmers, par- 
ticularly in the cotton, tobacco and 
potato areas, the sales and earnings out- 
look for the subject company is sufhi- 
ciently promising to warrant the main- 
tenance of your position in this low- 
priced speculative stock. Dividends, 
of course, are not in prospect, as none 
have ever been paid and the arrears on 
the preference stock amount to $52.50 
a share as of June 1, 1935. 








Hudson Motor Car Co. 
(Continued from page 277) 








two months earlier this year as an ex- 
periment, has exceeded earlier expecta- 
tions. Not only do automobile sales 
promise to be substantially larger next 
year, but the demand for medium. priced 
cars, from $750 to $1,000, is likely to 
be considerably greater. Heretofore, the 
three leading low-priced cars have ob- 
tained the lion’s share of the market. 
Hudson Motor Car Co., the fourth 
largest automobile manufacturer and 
the largest of the so-called independent 
companies, has an excellent opportunity 
over the next twelve months of obtain- 
ing a larger share of the market than 
at any time since 1930. The opinion 
is almost unanimous among competent 
observers, and the automobile trade gen- 
erally, that Hudson and Terraplane 


DECEMBER 21, 1935 














help you always. 


42> 


oy 
s) 
& 
2 











It happened in Milwaukee 


An old fashioned two day blizzard made Milwaukee 
streets well nigh impassable. Snow-bound citizens 
reached for their telephones. The volume of local calls 
rose 25% above normal— Long Distance traffic jumped 
66°C. Once more the telephone proved itself much 
more than a fair weather friend. It stands ready to 
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models for 1936 have outstanding ap- 
peal both mechanically and in appear- 
ance. In addition to improving the 
general effectiveness of the body lines of 
its new models, Hudson is featuring sev- 
eral mechanical innovations this year. 
Steering and springing have been im- 
proved by “radial safety control” and 
in addition to being equipped with 
hydraulic brakes, there is an auxiliary 
mechanical braking system. A new 
ventilating system has been installed. 
Moreover, the company has greatly 
strengthened its working capital posi- 
tion and dealer organization. To re- 
plenish working capital, depleted by the 





Earnings 
1st 9mos. 1st 9 mos. Recent 
1935 1934 Price Div. Yield 


$250,561* $1,563,144* $16 None 
* Net Loss. 








recent years of unprofitable operations, 
the company earlier this year sold $6,- 
000,000 serial notes maturing from 
August 1, 1936, to March 20, 1940. 
As a result of this financing, and im- 
proved operations in the current year 
working capital increased about $8,400,- 
000 to more than $10,000,000. The 
company reports the receipt of hundreds 
of applications weekly for dealer fran- 
chises and in a single month increased 


its sales organization by more than 
250 dealers. 

In 1929, the combined sale of Hud- 
son and Essex cars amounted to 254,- 
023 units but in 1933 total sales of 
38,777 units were 24,000 less than the 
sale of Hudsons alone in 1929. Sales 
increased some 24,000 units in 1934 
and in the first ten months this year 
the company sold 17,419 Hudsons and 
43,839 Terraplanes, a total of 61,258 
units. At the present time the com- 
pany is turning out from 700 to 750 
cars daily and it is estimated that by 
the first of the year unfilled orders will 
be upwards of 5,000 cars. In Novem- 
ber, a total of 13,010 units were shipped 
by the company, the largest for that 
month since 1925. The company re- 
ports that sales of Terraplanes have in 
creased 135%, while sales of the Hud- 
son six have gained 232%. 

As this is written the company’s 
1,534,810 shares are quoted near their 
high for 1935. Yet if the company’s 
profits in the coming year bear out the 
promise of the auspicious start which 
the company has made, higher quota- 
tions would be fully justified. No cash 
dividends, however, are possible prior 
to Janauary 1, 1937, under an agree- 
ment made in connection with the new 
financing this year. After that date 
dividends may be paid out of 50% of 
any net earnings in excess of $2,000,- 
000 for the preceding fiscal year. 
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Timely Hints for the Bond 
Buyer 
(Continued from page 269) 








Although nothing of this kind is ex- 
pected here, one has to admit that there 
is an inflationary tinge to our markets 
at the present time and there is every 
reason to expect, as was the case in 
Germany, that the inflationary aspect 
will be overplayed sooner or later. 
When it is, the individuals who clung 
to a back log of high-grade bonds, and 
were discriminating and moderate in 
their purchases of medium and second- 
grade bonds will be glad that their en- 
thusiasm for a logical cause was not 
carried to an extreme. 











Great Northern Comes Back 
(Continued from page 275) 








issue, charges would be reduced to 
around $18,000,000 a year, whereas 
conversion of the new issue of the stock 
would further reduce them to $15,500,- 
000. A complete conversion of the new 
bond issue would bring charges to $13,- 
000,000 a year or more than $7,000,000 
below the 1934 level. 

It can readily be seen the extent to 
which the financial position of the com- 
pany would be strengthened by this 
refunding operation. The payment of 
more than $7,000,000 a year in interest 
on the present general mortgage bonds 
has been a millstone around the com- 
pany’s neck throughout the depression, 
and more particularly so because of the 
sharp reduction and irregularity in the 
payment of dividends by the Burling- 
ton, which, for some years, were at the 
rate of $10 a share on its stock. 


Excellent Operation 


That President Kenney was fully jus- 
tified in asserting that the Great North- 
ern is “a good railroad,” and in a 
strong position, is shown, not only by 
the highly gratifying operating results 
for this year, including such a phenom- 
enally low operating ratio as 45.9% for 
October and about 54% for September, 
but also by its treasury position. 

The Great Northern has not been a 
heavy borrower from the government. 
As of November 30, last, it had a 
P W A loan at 4% for $5,785,000 and 
as of the same date Railroad Credit 
Corp. loans amounting to $2,264,- 
269. Earlier in the year there were 
some bank loans outstanding, but they 
have been paid, and the collateral re- 


turned as a free asset to the company’s 
treasury. On November 30 also Great 
Northern had a particularly strong 
cash position, as that item stood 
at $20,478,115. On October 31 current 
assets totalled $41,631,890 against cur- 
rent liabilities of only $15,485,042. 

There were also in the treasury on 
November 30, unpledged General Mort- 
gage 79% bonds totalling $14,234,000. 
In addition, the Interstate Commerce 
Commission has approved expenditures 
for additions and betterments, not previ- 
ously capitalized, of some $45,000,000, 
and general mortgage bonds for that 
amount can be drawn down upon ap- 
proval of formal application to the 
Commission. 


Earning Outlook 


The estimate of around $5,000,000 
net income after charges for 1935, is 
regarded as conservative. For the 11 
months ended November 30 (Novem- 
ber estimated at $100,000) net income 
stood at $5,286,225. The dividend of 
$2 a share on Great Northern’s one-half 
interest in Burlington stock which was 
declared on December 16, means $1,- 
660,358 more. This amount, with the 
estimated net income for 11 months of 
$5,286,225, would make the total net 
income of Great Northern for 1935 
$6,946,583, if no net income or further 
adjustments should be shown for De- 
cember. 

This amount is equal to $2.80 a share 
on the little less than $2,500,000 shares 
of Great Northern stock outstanding. 

While no one can tell definitely what 
the traffic and earnings of this particu- 
lar railroad will be for the first three 
months of next year, the management 
believes that the results will be more 
favorable than for the corresponding 
period of 1934. There will be more 
wheat to be moved than there was dur- 
ing the similar period of this year, and 
it is believed also that the improvement 
in general freight business will continue. 

There have been rumors that when 
once the refunding plan is approved, a 
dividend will be declared on Great 
Northern stock. This should not be 
counted upon too seriously. Still, it 
should be borne in mind that the re- 
funding plan makes possible a saving in 
interest charges of $7,000,000 a year, a 
substantial offset to the increase in the 
stock to provide for the conversion 
privilege. 

A special meeting of stockholders has 
been called for December 20 to act upon 
the proposed issue of $100,000,000 new 
general mortgage bonds and the reduc- 
tion in the par value of the stock from 
$100 a share to no par value. Stock- 
holders should send in their proxies 
promptly, in order that the plan may 
go forward without delay. 600n after 
that meeting it is probable that further 


announcement will be made of the com- 
plete details of the plan. The directors 
are about to take definite action with 
respect to them. 





When Copper Goes Up So 
Will Kennecott 


(Continued from page 260) 











12 per cent copper—then considered 
low grade—all the way up to 70 per 
cent. 

Another root goes back to the Beat- 
son Copper Co., of Beatson, Alaska, 
which was merged with Kennecott 
Mines in 1915 in organization of the 
present Kennecott Copper Corp. The 
Beatson properties are now abandoned 
and those around Kennecott are re- 
ported practically worked out. 

In the Kennecott of today the above 
roots account for the name and some 
relatively unimportant properties. It is 
upon three far more important roots 
that Kennecott’s corporate growth has 
chiefly fed. One of these goes back 
many years into the mining history 
written by old Meyer Guggenheim and 
his seven sons; another runs back to a 
professor of metallurgy, Daniel C. Jack- 
ling, who went from teaching to mining 
and proved—with the aid of Guggen- 
heim and Hayden capital—that the 
great hill at Bingham Canon, Utah, 
could make money on ore so low in 
copper content that copper men gen- 
erally regarded it merely as “dirt”; and 
the third goes back to the mining engi- 
neer, William Braden, who foresook 
Mexican gold and silver in 1903 to try 
his luck with copper in Chile, later 
organized the Braden Copper Co. and 
sold it in 1915 to Kennecott. 





Guggenheim Dynasty 


There is not much American mining 
history in which some part has not been 
played by the Guggenheim dynasty, 
whose founder began his business career 
as a street peddler in Philadelphia, went 
on to making shoe polish, to selling 
spice, to importing embroidery, to in- 
vesting in rail stocks at panic prices and, 
thence, in 1887, to purchase of copper 
mines. 

Some of the highlights in the Gug- 
genheim saga include gaining control of 
the great American Smelting & Refining 
Co., in 1901; development of the Chile 
Copper Co.—the greatest copper mine 
in the world—at a cost of about $50, 
000,000 and selling it to Amaconda 
Copper in 1923 for some $200,000,000; 
development, with Jackling and Charles 
Hayden, of the Utah Copper Co., in 
1904—-with the second greatest ore 
body in the world; and, finally, the 
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leading role in the expansion of Kenne- 
cott, which, shortly after organization 
in its present corporate form in 1915, 
took over control of Utah and Braden, 
added the Chase Companies, Inc., fabri- 
cators of copper and brass, in 1929, and 
still later took over Nevada Consoli- 
dated Copper Co. 

Of the seven sons of Meyer Gug- 
genheim, four survive. Simon is presi- 
dent of American Smelting & Refining. 
Murry and Solomon are directors of 
Kennecott, and members of its execu- 
tive committee, its finance committee 
and its operating committee. All three 
are directors of the private investment 
firm of Guggenheim Bros., which 
was the sales agency for Kennecott up 
te January 1, 1934, when its selling 
organization was taken over by Kenne- 
cott. The fourth surviving brother, 
William, does not appear on the roster 
of Kennecott, American Smelting or the 
firm of Guggenheim Bros. 

From the huge hill at Bingham 
Canon, Utah, whose possibilities were 
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first visualized by Ex-Professor Jackling, 
more than $500,000,000 worth of cop- 
per has been taken in thirty-odd years 
—not bad on ore running only some 1 
per cent copper and not bad either in 
comparison with the much more widely- 
publicized feat of Homestake in taking 
$275,000,000 worth of gold from its 
famous mine in a period of fifty-seven 
years! Incidentally, the original invest- 
ment of Messrs. Guggenheim, Hayden 
and associates in this enterprise was 
around $10,000,000. 

The Utah property reflects the ad- 
vantages of open pit, power-shovel min- 
ing, introduced by Jackling, plus cumu- 
lative technological advances in the ex- 
traction of copper which have enabled 
this and other copper mines to pay 
out handsomely on ores of such low 
grade that they were formerly regarded 
as valueless. 

Production costs of Utah range from 
614 to 7/2 cents a pound of copper, 
varying with the operating rate and 
crediting around 2 cents a pound for 


recovery of gold and silver. The indi- 
cated life of this ore body, at capacity, 
is thirty-three years. Nevada Consoli- 
dated, including the Ray and Chino 
mines, works ore averaging around 1/4 
per cent copper, can produce at 7 cents 
a pound on capacity operations and has 
an indicated life of twenty years at 
capacity. The Braden ore averages 2 
per cent copper, cost at capacity is 
around 6!4 cents a pound and indi- 
cated life of the property is thirty-six 
years. 

The annual capacity of Utah is ap- 
proximately 400,000,000 pounds, that 
of Nevada Consolidated 350,000,000 
pounds and Braden’s 250,000,000 
pounds, giving Kennecott aggregate ca’ 
pacity of 1,000,000,000 pounds. Of all 
developed copper ore bodies in the world 
Kennecott is estimated to own between 
20 and 25 per cent. 

Braden mining is underground, in 
contract to Utah’s open pit operations. 
Moreover, the Braden unit engages in 
smelting. In this country Kennecott 
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does no smelting, as is not surprising in 
view of its family ties with American 
Smelting & Refining. 

The Chase Copper & Brass unit fits 
nicely into the Kennecott structure, its 
manufacturing capacity at maximum re- 
quiring 300,000,000 pounds of copper 
a year or 40 per cent of Kennecott’s 
maximum domestic production. In 
further development of the fabricating 
side, Kennecott recently formed Copper 
Houses, Inc., to promote use of copper 
in the coming housing revival—copper 
sheets for roof and walls, supplement- 
ing the traditional uses of copper and 
brass for wiring, plumbing, etc. Mak- 
ing its first entry into manufacture of 
wire, Kennecott purchased the Ameri- 
can Electrical Works, of Phillipsdale, 
R. L, a few weeks ago. 

The financial integration of Kenne- 
cott was accomplished by issuance of 
stock. Of present shares outstanding 
about 43 per cent represented stock 
exchanged for the Utah properties, 16 
per cent for the Braden unit, 13 per 
cent for the outstanding minority of 
around 50 per cent in Nevada Consoli- 
dated and something under 3 per cent 
for the Chase manufacturing unit. 

The corporation’s financial position 
is excellent, working capital amounting 
as of the close of 1934 to $51,912,000, 
including $27,520,000 cash items. For 
this reason a liberal dividend policy is 
justified. 

As for the stock, it is not now cheap 
on current earnings, nor even probably 
cheap on the earnings of the next year. 
It is reasonable, however, on what Ken- 
necott customarily earned under favor- 
able conditions and on what it very 
likely will earn again, in time—given 
full domestic recovery and assuming 
Africa does not weigh too heavily on 
the world price. 








Today—and 1929 
(Continued from page 265) 





the digestion is about complete. It is 
true that the public is in the market to 
some extent, but it is the market on 
the basis that a man does not go out 
and buy a piece of jewelry for his wife 
if his stocks go up five points; neither 
does he face bankruptcy if they go down 
five points. In other words, while the 
public is in the market, the market, 
despite its three-year rise, is still far 
from being the country’s very existence 
as was the case in 1929. 

This distinction between the past 
and the present is largely a matter of 
changed psychology. It can be attrib- 
uted to the fact that margin operations 
are much less important a factor than 
in 1929. Brokers’ loans are still very 
small and, relative to the rise in stocks 
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that has taken place, bank loans on se- 
curities are still far from the point of 
indicating a situation comparable to that 
of the last bull market. Mr. Eccles of 
the Federal Reserve Board called atten- 
tion only the other day to the manner 
in which cash buying was predominant 
in the present market. While he failed 
to point out that it was cash buying 
financed by the Government's deficit, 
there is no doubt of his being right so 
far as the position of the general public 
is concerned. 

So far, little more than the favorable 
aspect of the difference between today 
and 1929 has been stressed. In one ex- 
tremely important respect, however, the 
outlook for the market in 1929 was bet- 
ter than it is today; it is in the matter 
of prospective taxation. Seven or eight 
years ago, while no one had any reason 
to expect a marked alleviation of the 
tax burden (there seldom is reason to 
expect such miracles) at any rate there 
was no cause to anticipate any great 
increase and one might even hope for 
slight relief. Today, however, there is 
every reason to expect the worst in taxes 
—higher taxes all around, discrimina- 
tory taxes and even taxation coming 
close to confiscation. Whether we 
come to such taxes next year, or the 
year after, we will have to face them 
sooner or later or suffer the ultimate in 
wild inflations. It might be noted in 
passing that the ultimate in wild infla- 
tions finally becomes the ultimate in 
dark deflations. This, however, is an- 
other story. 

All in all, we are inclined to consider 
the points of difference between 1929 
and today as being more important in 
bearing upon the future action of the 
present stock market than the points of 
similarity. Stocks may be high today 
on the basis of earnings, but if business 
goes on improving, they are certain to 
go higher. Thus . . . watch business, 
watch money rates and, above all, watch 
taxes. 





Business Gain the World 
Around 
(Continued from page 255) 





leading countries—Great Britain, the 
United States, Germany, France, Ja- 
pan, Italy, Sweden, Canada, Holland 
and Belgium. This results in a com- 
posite index of 70 for 1932, 80.7 for 
1933, 90 for 1934, and approximately 
95 for the year to date. 

Relative to 1928, Japan is in by far 
the most advanced position, with 1935 
production to date approximately 54 
per cent above the 1928 average. This 
in some part reflects sharp currency de- 
preciation and militaristic expansion. 
That Italy’s 1935 production is approxi- 





mately back to the 1928 level also, obvi. 
ously, reflects war preparations and 
activities. 

Similar, as well as otherwise abnor 
mal, factors unquestionably play some 
part in Germany's production gains, as 
reflected in a jump in this country’s 
production index from 81 in 1934 t 
92 this year, following a jump from 
61 in 1933 to 81 in 1934. A clue in 
this direction is supplied by the unusual 
disparity between German production 
of capital goods and production of con- 
sumption goods. For example, during 
the first eight months of this year Ger. 
man production of capital goods shot 
up from 82 per cent of the 1928 level 
of 107 per cent. During the same 
period German production of consump: 
tion goods declined from 86.3 per cent 
of the 1928 level to 81.7 per cent. Th 
contrast can only mean that the Ger 
man people have been tightening their 
belts and accepting a declining living 
standard while the Fatherland builds 
armaments. 

Among important countries, France, 
Holland and Belgium are in the worst 
spot, due mainly to currencies over: 
valued in relation to the depreciated or 
re-valued moneys of other countries, 
especially Great Britain and the United 
States. For the first ten months of this 
year the French production index aver: 
aged 73.2 or a new low of depression, 
comparing with 75.6 in 1932, 84.3 in 
1933 and 78 in 1934. 

During the first nine months of this 
year the Dutch index fell from 70.9 tc 
62, the latter figure comparing with an 
average of 63.9 for 1932, 70.9 for 1933 
and 71.6 for 1934. The Belgian pro- 
duction index, however, in the first nine 
months of this year advanced from 68.8 
to 75.9, marked gains in August and 
September apparently reflecting revalua: 
tion of the currency. 

In general, the greatest stability in 
production has been shown by Great 
Britain and Sweden, the two outstand: 
ing exponents of the modern theory of 
“managed money.” 





Five Billion Dollars in 
Foreign Funds Invested 
in America 


(Continued from page 249) 








during 1935 will be on “capital” ac’ 
count—and it may well be as much 
as $1,800,000,000, including that en 
gaged for shipment. Making due al’ 
lowance for what will be paid Amerr 
can citizens on account of bond redemp- 
tions, etc., one arrives at the conclusion 
that over the past two years at least 
$2,300,000,000 in foreign capital still 
under foreign control has lodged in the 
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United States and that in all likelihood 
it is more. 

Note that this is in the past two 
years only; there was obviously con- 
siderable foreign capital in the United 
States prior to this. The sum total of 
foreign capital here today is held by 
Government authorities to be as high 
4s five billion dollars and may even be as 
much as six billion dollars. Now, 
all this capital clearly is not going to 
rush abroad suddenly whatever hap- 
pens; a lot of it is in buildings, plant 
agencies, etc., some of it represents ne- 
sessary working balances. Neverthe- 
less, a deal of it—as witnessed by the 
inflow of the past two years—is mobile 
enough to be moved should the neces- 
sary occasion arise. 

As has been said, the withdrawal of 
foreign bank balances would cause no 
dificulty (to the banks) in the present 
state of our banking system—except 
possibly that which might arise for 
psychological reasons. Europeans, how- 
ever, in England, France and Holland 
have long been familiar with American 
railroads and the better grade American 
industrial stocks. Many of our better 
known companies are quoted on the 
stock exchanges abroad. If, for one 
reason or another, there were any large- 
scale liquidation on the part of foreign- 
ers of their American stock holdings, it 
would fall largely upon our market 
“leaders,” the rails and securities of the 
most prominent industrials which have 
long found favor with European in- 
vestors, and in this way be a potent 
influence upon the whole list. 


Possible Causes 


The possible causes that would bring 
this about must be looked at from two 
angles: (1) Possible developments in 
the United States and (2) Possible de- 
velopments in foreign countries. Should 
the President, for example, show signs 
of exercising the power which he still 
possesses to cut the gold content of the 
dollar another nine cents, then one 
might expect a flight not only of foreign 
capital from this country, but also a 
light of American capital to Europe. A 
turther swing towards radicalism in this 
country would tend to have the same 
effect, although the action probably 
would be somewhat slower. 

On the other hand, if one remembers 
that much of the foreign capital that 
recently has sought refuge in the United 
States has done so because of political 
and other uncertainties abroad, it fol- 
lows that an alleviation of these un- 
certainties would tend to bring about 
a reverse movement. So far as one 
can see at the moment, devaluation on 
the part of France and other mem- 
bers of the “gold bloc” is the most 
likely of the foreign developments to 
cause an outflow. Here again, how- 
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efflux would depend upon what form 
the devaluation took. If it were taken 
under a strong national government, 
firmly in power and under no compul- 
sion to give weight to the internal bick- 
erings that have existed so constantly 
in French and other European politics 
in the post-war years, then one can rea- 
sonably assume that considerable for- 
eign capital would be repatriated from 
this country. On the other hand, were 
the devaluation step to be taken in an 
atmosphere of nervous tension and 
fierce recriminations, one might expect 
a relatively feeble movement of capital 
from this country. 


The Search for Safety 


It will be apparent at this point that 
any outflow of capital from this coun- 
try, or the continuance of the present 
well-marked inflow, will depend upon 
the relative regard in which capitalists 
hold the United States and other coun- 
tries. Thus—strictly from the point of 
view of the capitalist seeking sanctuary 
—the situation in this country can be- 
come very bad, but if the war clouds 
or other uncertainties are blowing up 
stronger than ever in Europe, he may 
well leave much of his money here. The 
greatest and most rapid movement will 
be the result of uncertainties develop- 
ing here, coincident with the removal 
of uncertainties in Europe; just as the 
flow to the United States has had as 
its basis business improvement here and 
a swing to the right, which have coin- 
cided abroad with a real danger of an- 
other European war. 

It is manifestly impossible to hazard 
even a guess as to when the present 
inflow of foreign capital will stop, or 
to set a date for the influx to become 
an eflux, with embarrassing conse- 
quences. It is possible to say with the 
greatest assurance, however, that the 
United States already has a great deal 
more gold than is good for her and that 
the shipments of the past two years 
are not only most undesirable, but that 
they constitute a positive menace. They 
are a menace because of the possibility 
of sudden withdrawal and are possibly 
even more dangerous for the manner 
in which they are raising our excess 
bank reserves and laying the base for 
a dangerous inflation in this country. 
The last point has not been made before 
because excess reserves and inflation are 
outside the scope of this article, although 
one should remember that it is foreign 
gold that has played an important part 
in bringing about the present dangerous 
situation. And the remedy? Well, 
theoretically, if not practically, it would 
be possible to see that foreigners shipped 
us no more gold than was necessary to 
balance the international merchandise 
and service accounts . . . but this, too, 
is another story. 











Americans are proud of the in- 
dustrial achievements that have 
made their brawn, courage and 
ingenuity world famous. The 
chief disease which threatens 
that supremacy is tuberculosis. 
It is the greatest cause of death 
between the ages of 15 and 45. 
Help protect American man 
power from this enemy by pur- 
chasing the Christmas Seals that 
fight it all year round. The seals 
you buy today may save your life 
tomorrow. 
BUY 
CHRISTMAS 
SEALS 


The National, State and 
Local Tuberculosis Associa- 
| tions of the United States 











KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 








*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (783) 


‘*TRADING METHODS’”’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

‘‘PARTIAL PAYMENT PLAN’’ 
You may buy listed bonds or stocks on 
monthly payments from a long estab- 
lished New York Stock Exchange firm. 
The partial payment plan is described in 
a free booklet. (813) 


**‘SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


‘*HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH’’ 
Is the title of an interesting booklet by 
W. Wetsel Advisory Service. Copy 
will be sent on request. (936) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 

Name and Dividend High Low ce 
Alum. Co. of Amer......... 95 32 Ye 
Amer. Cyanamid B (.60).... 30 15 2934 
Amer. Gas & Elec. (1.40).. 424% 1654 87% 
Amer. Lt. & Tr. (1.20)...... 16% 754 «154% 
Amer. Superpower......... 814 4% 2% 
Assoc. Gas Elec. “A” 2% 4 1% 
Atlas Corp. (f.80).......... 14 73 12% 
Cities Service............. 34 4 2% 
Cities Service Pfd...... 1% 6 30 
Cleveland Elec. Illum. (2) 4% 23 49346 
Colum. G. & E. cv. Pfd. (5) 00 32 95 
Commonwealth Edison (4) 983% 474% 97% 
Consol. Gas Balt. (3.60)... . 525, 88 
US TON eee 5% 2% 4% 
1 eee 25% 7 5 
Creole Petroleum.......... 23% 10 21% 
Elec. Bond & Share........ »% 3% 18% 
Elec. Bono & Share Pfd. (6). 78 87 73 
Elec. oc. A ; % 2 Hey 
8 Rae 114% 46 6 
Ford Mot. of Caa. “‘A” (134). 3214 2334 2554 





1935 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
Ford Motor, Ltd. (.10)...... 94 7% 8% 
OS eee 714, 34% 6039 
Glen Alden Coal (*1)....... 24 1385, 16% 
pg CE 4S eee 74% 60% #£:+70 
yo & S. (1) _s 114 zane 
CNG ae 24% 16% 20% 
Shore Mines (*2)..... 45% 5314 
Sugar Ref. (2)..... 35 21 24 
Niagara Hudson Pwr....... 105% He] 8% 
Novadel-Agene (2)......... 40% 18% 37% 
Pan-Amer. Airways (1)..... “4% 36 41% 
Pepperel Mfg.............. 8944 62% 65 
Pitts. Pl. Glass (*8)........ 99% 46% 97 
She: - Will 2) 128% 84 125% 
South Penn Oil (1.60)...... 3244 215% 932 
ot ae 36% 2373 3234 
United Lt. & 344 2% 
United Shoe Mach. (°214).. 8844 170 88 14 
Walker Hiram H. W. $43, 223 3244 

















Companies Which Should 
Benefit By Next Year’s 
Building Recovery 


(Continued from page 268) 








corresponding restriction of profit mar- 
gins. National Lead reported earn- 
ings equal to $5.35 a share for the com- 
mon stock in the first six months this 
year, as compared with $4.06 in the 
same period of 1934. Regular divi- 
dends of $1.25 quarterly were recently 
augmented by an extra of $1. The 
company’s common stock is an ac- 
credited equity investment, but price 
range around 200 tends to limit its ap- 
peal from the standpoint of the aver- 
age investor. 

Earnings of Devoe & Raynolds for 
the fiscal year ended November 30, last, 
were probably in the neighborhood of 
$2.50 on the class A shares, or about on 
a par with last year. On this basis 
regular and extra dividends totalling $2 
annually on the A stock appear secure 
and the shares around 44 are attractive 
for income, as well as having moderate 
possibilities for price appreciation. 


Johns-Manville 


Although Johns-Manville Corp., with 
a diversity of some 1,500 products, 
draws its customers from practically 
every conceivable industrial field, it is 
to the revival of residential building that 
the management is directing its efforts 
to restore the former substantial earn- 
ing power of the company. Reflecting 
the greater building activity this year, 
the company in the first nine months 
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increased its earnings 168 per cent over 
the corresponding months of 1934. Net 
available for the common amounted to 
$1.57 a share as compared with 26 
cents a share in the first three quarters 
of 1934. All accumulated dividends on 
the preferred shares have paid off and 
dividends on the common were recently 
raised to 50 cents quarterly. Ade- 
quately supplied with liquid resources, 
the company could well afford to ad- 
vance common dividends to conform 
closely with rising earnings. There 
are 750,000 shares of common outstand- 
ing, so that per-share results from this 
point on could gain rapidly. At 93, 
the shares are selling close to the cur- 
rent high and the market, judged by 
any standard liberally appraises the com- 
pany’s prospects. The shares, however, 
will doubtless continue to be one of 
the most favored mediums for partici- 
pation in the future of the building in- 
dustry. 


The Roofers 


The Ruberoid Co. and the Flintkote 
Co. are two important manufacturers 
of roofing materials and insulating prod- 
ucts. The former company has paid 
dividends without interruption since 
1889, and with only 132,602 shares of 
capital stock outstanding, equity earn- 
ings have shown sizable gains since the 
company’s comparatively small deficit 
in 1932. Earnings last year were equi- 
valent to $3.14 a share and in the first 
five months of the current year, net 
was equal to $1.38 a share. Late earn- 
ings are not available, but in the light 
of the recent declaration of an extra 
dividend of $1.50, it is a foregone con- 
clusion that current earnings have been 
fully on a par with last year. Although 


not conspicuously undervalued, the 
shares at 83 may nevertheless prove a 
profitable acquisition for holding over 
the next twelve months. 

The latest earnings report of the 
Flintkote Co. covers the 40 weeks to 
October 5, last, and disclosed net oper- 
ating profits equal to $1.64 a share on 
the combined class A and B shares. 
This compares with an operating profit 
of 45 cents a share on a combined basis 
in the comparable period of 1934. For 
the full current year, results may be 
better than $2 a share on both classes 
of stock. The class A shares pay 
dividends of 25 cents quarterly, which 
rate, however, should be subject to in- 
crease in the near future. Both earn- 
ings and finances would warrant such 
action. Around 39, on the N. Y. Curb, 
the shares may be conceded well defined 
merit for income and price apprecia- 
tion. 


U. S. and National Gypsum 


Estimated to account for around 50 
per cent of the domestic consumption 
of gypsum wallboard and gypsum plas 
ter, and as much as 25 per cent of the 
metal lath consumed, the United States 
Gypsum Co. has a vital stake in the 
recovery of building. The company’s 
business is national in extent and it 
operates mines, quarries, plaster mills, 
metal lath plants, asphalt-roofing and 
other manufacturing — establishments 
throughout the country. Capitalization 
consists solely of 7 per cent preferred 
and common, outstanding in the amount 
of 78,222 shares and 1,191,412 shares, 
respectively. There are no bank loans or 
funded debt and this strong fundamental 
financial position is further fortified by 
an unusually strong current position. 
Last year, the company’s common stock 
earned $1.35 a share and for the first 
nine months of the current year, net 
equal to $2.08 on the common com 
pared with $1.15 in the same months a 
year ago. The company has been slow 
to raise the regular dividend from the 
depression low of $1 annually, although 
in the current year extras totalling 75 
cents have been paid. At 85, the shares 
are evaluating next year's prospects, 
but granted the reasonably safe assump: 
tion that earnings will rise to $4 a 
share, accompanied by total dividends 
of $3 prevailing quotations are not 
exactly fantastic. 

Although smaller than U. S. Gypsum, 
the National Gypsum Co. occupies @ 
well-entrenched trade position, and earn’ 
ings have responded to the same influ 
ences responsible for the improved show: 
ing of its larger competitor. Recent re’ 
ports are to the effect that in October, the 
company booked the largest volume of 
business in its history and sales this 
year have been running about 50 per 
cent ahead of last year. In the first 
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three quarters of this year, net income 
of $438,756 was equal, after all charges 
and preferred dividends, to $2.25 a 
share on 130,463 shares of class A stock. 
These figures do not take into con- 
sideration any earnings of the Uni- 
versal Gypsum & Lime Co. in the proc- 
ess of being merged and which will 
result in an increase in the class A 
shares to about 200,000. A year ago, 
the company earned the equivalent of 
99 cents a share on the A stock. It is 
understood that the company eventu- 
ally plans to retire a $809,000 issue of 
debentures and 35,110 shares of 7 per 
cent preferred stock, perhaps through 
the sale of additional common. There are 
also 25,185 shares of $20 par 5 per cent 
second preferred outstanding, issued 
earlier this year to discharge back divi- 
dends on the 7 per cent preferred. There 
is a small issue of class B stock—15,000 
shares. As soon as the aforementioned 
merger is completed, the company plans 
to list the class A shares on the N. Y. 
Curb, their present market being on 
the Chicago Stock Exchange. At 40, 
the company’s class A shares are selling 
at a much lower ratio to earnings than 
the majority of representative building 
stocks, a condition, however, which may 
be accounted for by the fact that the 
company’s affairs may not be as familiar 
to the rank and file of investors. Al- 
though paying no dividends at the pres- 
ent time, the shares possess well-defined 
speculative possibilities. 

While the foregoing companies make 
up the bulk of those directly identified 
with the building industry, they are 
by no means the only ones which can 
count on a building revival to augment 
their earnings to an important degree. 
With an eye to the potentialities, a 
number of companies have in recent 
years enlarged the scope of their regu- 
lar activities to include building mate- 
tials and housing supplies. Reynolds 
Metals, for example, engaged primarily 
in the manufacture of foil has incorpo- 
rated the latter product in such build- 
ing materials as insulation, laths and 
metal joists. The company has also 
acquired the Richmond Radiator Co., 
manufacturing boilers, radiators, bath- 
tubs, etc. Another company, Briggs 
Mfg., a leading builder of automobile 

ies, is now manufacturing a full line 
of plumbing and sanitary equipment 
pressed from sheet steel, a process which 
gives the company’s products an im- 
portant weight advantage. Briggs has 
developed an extensive sales organiza- 
tion and promises to gain considerable 
prestige in this new field. 

Cement companies, such as Interna- 
etional Cement, Alpha Portland and 
Lehigh Portland should also feel the 
impetus of accelerated home building, 
although these companies doubtless 
benefit to a lesser extent from this class 
of building than they would from large 
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public works, office building and high- 
way construction. Further the cement 
industry is handicapped to some extent 
by excessive capacity and low prices. 
Such companies as General Electric, 
Westinghouse, International Nickel, 
Kennecott, Congoleum and Armstrong 
Cork, although not heavily dependent 
upon the building industry have an im- 
portant stake in it and are aiding in 
promoting its revival by building and 
furnishing model homes and conduct- 
ing research into pre-fabricated con- 
struction and the adaptability of new 
materials and technique. 

On the retail side, the big mail order 
companies—Sears, Roebuck and Mont- 
gomery Ward—are offering customers 
all manner of building supplies and ma- 
terials and these items have played an 
important part in swelling current sales 
and earnings. Not only is the substan- 
tially enlarged purchasing power of the 
farmer likely to result in a material in- 
crease in the demand for all kinds of 
farm repair materials, in which the 
mail order companies should share 
heavily, but these companies can also 
count on obtaining a good slice of 
urban business, as well. 

From the foregoing, the reader should 
have little difficulty in envisaging the 
vast potentialities, both from an eco- 
nomic and investment standpoint, in- 
herent in a revival of the building in- 
dustry at this time. Even granting that 
these potentialities have not gone un- 
recognized in the current market ap- 
praisal of the shares of representative 
companies, the restoration of this im- 
portant industry to a more normal 
status would not only justify prevailing 
quotations in a substantial measure but 
liberally reward the foresighted in- 
vestor. 








As I See It 


(Continued from page 243) 








supervised) and public ownership, be- 
tween an institution in which every 
private carries a marshal’s baton in his 
knapsack and the deadly rigidity of 
bureaucracy. Always confronted by the 





sovereignty of the democratic state, the 
gigantic industrial enterprises must 
serve democracy to survive. 

Great fields of enterprise may be 
closed to new institutions, but within 
them the way of individual enterprise is 
as open to individuals as free land once 
was. But subject as they are to the 
law of the survival of the fittest, mam- 
moths of business endlessly succumb to 
smaller entities, which in their turn 
grow great and die of senility. ‘ Indeed, 
new men and new companies find new 
opportunities opened to them by the 
mammoths—opportunities which could 
not exist but for them. 

We would not let these great private 
institutions run wild, but the public 
enemy of the hour is not the great cor- 
poration, but the autocratic state. 
There is the enemy, Senator Borah, 
there is the true field in which control 
and reform are most sorely needed. 








Pacific Lighting 
(Continued from page 273) 








tal structure, with the result that over 
this period subsidiary preferred stocks 
have been reduced by $9,685,250 and 
total funded debt by $11,766,500. 

Testifying to the company’s credit 
standing, it recently completed refund- 
ing of $10,000,000 of subsidiary 5% 
bonds into 444% debentures. It 
now has pending a refunding opera- 
tion of $40,000,000, probably a 4% 
long term first mortgage issue, proceeds 
to be used in retiring various issues of 
Los Angeles Gas & Electric bonds of 
higher coupon rate. 

The current dividend is $2.40, re- 
duced from the former regular rate of 
$3 last March. At the present market 
price of 51, the yield is 4.7%. In the 
present cheap money market that must 
be considered a reasonable return for a 
conservative utility equity. Since earn- 
ings for the latest twelve-month period 
reported appear virtually back to nor- 
mal, it would seem reasonable to antici- 
pate restoration in due time of the $3 
dividend, though conservatism may dic- 
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Your Investment Portfolio As It Should Look 
at the Outset of 1936 


By J. C. Ciirrorp 


The Industrial Line-Up for 1936 
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Investment Trust Stocks 














ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 
Bankers (2).. ; 
Bank of Manhattan (115) 
Bank of N. Y. & Trust (14) 
Central Hanover (4)............ 
oO ne 
Ce SE) rn 
City (1) 
Corn Exchange (8).............. 
Empire (1)... . ep IEa yo 
First National (100)............ 
Guaranty (12).... ; 
Irving Trust (.60) Soha 
Manufacturers (*1!4)........... 
New York (5)... . : 
Public (1.50)...... 
United States Trust (*79) . 


INSURANCE COMPANIES 
Aetna Fire (1.69) . ws 
tL een 
‘| ee 
Glens Falls (1.60) ............... 
* Includes extras. 


INSURANCE COMPANIES—(Contiaued) 
i Asked 
Globe & Rutgers................ 1934 
Great American (1) 
Hanover F. (1.60) 
Hartford Fire (*2.50) 
Home (*1.20) 
National Fire (@)................ 
Phoenix (*214) 
Sun Life Can 
Travelers (16) 
United States Fire (*1.70) 
Westchester F. (*:.40) 


INVESTMENT TRUSTS SHARES 


Bullock Fupd...........;. 15% 
Corporate Trust—AA 289 
Fidelity Fund.... .... 48.14 
Incorporated Investors 20.88 
Mass. Luvest 

Nation-Wide Securities B...... : 

No. Amer. Trust Shares 1958..... 
Quality Income Shares 

Spencer Trask Fund 

Uselps Voting Shares 


17% 
51.85 
21.81 
2608 

4.28 

1.62 
19.65 

1 07 








tate that such action be deferred until 
the chief present political uncertainties 
are somewhat clarified, notably in the 
company’s negotiations with the City of 
Los Angeles. On the basis of the $3 
rate that is justified by profit of $4.05 
per share for the twelve months ended 
September 30, the stock at the present 
quotation would yield 5.88%. 








Happening in Washington 
(Continued from page 247) 








industry is expanding so rapidly that it 
is taking over apartment houses and pri- 
vate residences by the score for office 
space. Thirty thousand more automobiles 
are on the streets than a year ago, retail 
trade is roaring—and yet there are al- 
most as many people on the relief rolls 
as there were a year ago. What is the 
answer? The only one I can think of 
may apply to the whole country, viz., 
never before were the unemployed 
listed as they are today. Moreover, you 
have to stay unemployed to be sure of 
eating. To take a chance on a private 
job and give up a work-relief job is to 
invite disaster. Out is out for good. 


Business subsidization is being 
considered. Many think that it should 
have been the major feature of the 
recovery effort from the beginning. 
However, the idea is to be applied, if 
at all, to small industries, and a group 
of planners is now working on a plan 
to help “part-time industries to move 
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to part-time towns.” The scheme has 
political values, especially in view of the 
Administration’s ambition to rally little 
businessmen to its support. 


Statistics of national income, 
however, present a problem in the com- 
plete recapture of prosperity that gives 
little hope of solution in 1936. To get 
back to the $79,000,000,000 national in- 
come of 1929 necessitates not only a 
great gain in the volume of production 
but also a gain in prices. National in- 
come for 1936, according to the De- 
partment of Commerce, will probably 
not be more than $55,000,000,000. 
(Eccles says $60,000,000,000). 

Like it or not, we are driven to 
the conclusion that it will take re- 
flation or inflation to turn the trick. 
Keep this in mind when you think 
about governmental policies in the 
near future. 


Wilford L. White, chief of the 
marketing and research division of the 
Department of Commerce, turns up the 
interesting fact, however, that redistri- 
bution of income is actually going on. 
In 1934 labor got 67 per cent of the 
national income, as against 65 per cent 
in 1929. If that proportion holds or 
grows with growth of income the cur- 
rent business turnover in consumers’ 
goods can be increased out of propor- 
tion to total production, “as this group 
of workers spends its pay check almost 
as fast as it is produced.” 


President Roosevelt has _ been 
teased not a little about his Atlanta 
quotation from nameless “great bank- 
ers” to the effect that this nation could 
stand a public debt of $55,000,000,000 
to $70,000,000,000. Whoever those 
anonymous bankers may be, Chairman 
Eccles of the Federal Reserve Board 
while denying that he was one of them 
might well have been one, for he mini- 
mizes the importance of the debt in 
relation to business well-being. A bud- 
getary deficit, he says, is not “the serious 
thing it has been magnified to be.” The 
serious thing, he continues, “is the loss 
of $40,000,000,000 in the national in- 
come, which the capitalistic system, 
when left to itself without adequate 
Government intervention, brought about 
by the year 1932.” 


The Administration is thinking a 
lot more about business than ever be- 
fore. It simply must boom. Every 
man back of the Roosevelt cohorts be- 
lieves that Roosevelt’s re-election is 
mainly a question of prosperity. They 
beam as they survey the ever-mounting 
indices of production and trade and 
smile broadly as Leonard Ayres and 
other “authorities” predict continued 
gains in 1936. 

Republicans are equally con- 
cerned, but they are between devil 
and the deep blue sea. “We can’t 
oppose recovery,” said a former na- 
tional boss, “and we can’t defeat 
prosperity.” 








MARKET STATISTICS 


N. Y. Times —Dow, Jones Avgs.— 
40 Bonds 30 Indus. 


140.72 
143.58 
144.04 
143.72 
143.48 
144.47 


144.10 
142.31 
142.84 
141.34 
140.16 


Monday, December 2 
Tuesday, December 3 
Wednesday, December 4 
Thursday, December 5 
Friday, December 6 
Saturday, December 7 


Monday, December 9 

Tuesday, December 10 
Wednesday, December 11...... 
Thursday, December 12 
Friday, December 13.......... 
Saturday, December 14 


N. Y. Times 
-——50 Stocks——, 
High Low 
113.10 111.19 
113.79 111.42 
114.92 113.45 
114.65 113.21 
114.32 113.09 
114.24 113.34 


114.27 113.01 
114.60 112.03 
113.18 111.90 
112.94 111.36 
111.89 109.71 
110.49 109.76 


Sales 
20 Rails 
39.10 
40.46 
41.74 
41.39 
41.21 


1,518,780 
1,926,520 
2,964,041 
2,259,430 
2,369,210 
1,318,720 


2,507,880 
2,341,249 
2,127,410 
2,135,830 
1,893,584 

666,460 
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